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Coal is Nationalised 


The Coal Industry Nationalisation Bill has at last 
become an Act and although minor amendments have 
been made in the original measure its substance re- 
mains as originally presented to the House of 
Commons. Following the debate on the form of the 
Board’s accounts in the Committee Stage in the 
House of Lords, reported in our last issue (page 212), 
the Government brought forward an amendment 
providing that the accounts should follow the best 
commercial practice. Otherwise the power of the 
Minister to direct the form of the accounts remains 
unimpaired. In particular, it is not specified what 
information will be vouchsafed on the operations of 
the separate units under the Board’s control, and on 
the results in the various activities covered. ‘‘ Best 
commercial practice’ is a vague term, more parti- 
cularly since the coal industry has its own distinctive 
accounting features which will not be exhibited in 
current commercial accounting practice which, so far 
as this industry is concerned, will disappear. It is 
unfortunate that the Government has not seen fit to 
give a more inspiring lead, more particularly since the 
Act will no doubt be used as a precedent for later 
legislation. 


An amendment was proposed, but after discussion 


withdrawn, providing that the auditors of the Board's 
accounts should be members of one of the recognised 
bodies of accountants, which were specified. In the 
course of the discussion, the Lord Chancellor said : 


_ As things are anybody can audit accounts. It is 
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perfectly within the law for the accounts of a 
company to be audited by someone who has no 
tery vqragey skill—I believe I am right in saying that. 
ut it is ridiculous to suppose that any considerable 
company would have their accounts audited by any- 
body other. than a professional accountant... . 
Except in the possible but unlikely event for these 
accounts being audited by the Controller Auditor- 
General. ... I should think it perfectly obvious 
that accounts of this importance will be audited by 
a properly qualified and competent person. 
The amendment, however, specified membership of 
one of the bodies already recognised in numerous 
Statutes, particularly the Local Government Act, 
1933, and, if he had accepted it, would have ensured 
the results which he apparently desired. Lord 
Jowett argued that it was unsatisfactory that 
“ anybody in this country could call himself an 
accountant.” He continued : 

For some time past I have been urging these various 
societies to get together. The first thing is that they 
should all agree and when they have agreed I hope 
that the difficulties which have hitherto been put ir 
their way will be surmounted. I gather that my 
efforts have not been in vain and that it is probable 
that there will be some agreement. At the present 
moment, however, I am not prepared to anticipate that. 


Lord Jowett has in the t shown considerable 
interest in the well-being of the accountancy profes- 
sion, and these words are encouraging and significant 
now that co-operation among the main accountan 
bodies has produced the Public Accountants’ Bill, 
which seeks to reach the end he has in mind. 
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-and areas of collection. The Central Statistical Office 


War Damage Procedure 

Notifications of war damage to property, which 
should have been sent to the War Damage Com- 
mission within thirty days of the “incident,” have in 
a great number of cases been delayed for long periods. 
There was no enemy action against this country 
after March, 1945, yet notifications of bomb damage 
have been made since then at a steady average of 
no less than 2,000 a week. The War Damage Com- 
mission, while not using the famous phrase that their 
patience is exhausted, have announced that, as from 
October 1, the present method of notification of 
claims will come to an end, and the procedure will 
be greatly tightened. After that date, instead of 
making a notification on Form Cl, supported by a 
statutory declaration, claimants will have to complete 
a special form, obtainable from the Regional Office 
of the Commission, asking for an extension of time. 
This will be a much more searching document than 
the old form. There will have to be sent with it a 
schedule giving every item of war damage, prepared 
and signed by the applicant’s professional adviser 
or builder. Where the damage is either superficial 
or is outstanding after some repair work has been 
done by the local authority or Government Depart- 
ment, it will be sufficient for the owner himself to 
atm the list of items of damage. In every case 

e will have to affirm that the statements are correct. 
The Commission has devised this new procedure in 
order to safeguard against not only belated claims, 
but also those that are dubious and owing to delay 
cannot be properly verified. 


It is emphasised by the Commission that the date 
- of settlement of value payments is entirely for the 
Government to decide, but it is pointed out that 
attempts to agree the amount of these payments are 
meeting with difficulties. There are 200,000 value 
payment cases on the books ; in nine cases out of ten 
a form giving the Commission’s assessment of the 
sum due was sent to the owners months ago, but so 
~ far only about half of the recipients have responded 
to the Commission’s request that they should express 
their agreement or disagreement with the figure. 
The Commission ask that owners should reply to 
reminders which are now being issued, and should 
take the opportunity presented to them of discussing 
with the District Valuer any objection they may 
have to the Commission’s figures. It is stated that 
the time is approaching when negotiations on these 
lines must come to an end, and after that date 
claimants who wish to challenge figures will have to 
face the trouble and expense of a formal appeal. 


Social and Economic Research 

Ways in which research in the social sciences may 
be fostered are recommended in the recent report 
of a committee, which until his death was under the 
chairmanship of Sir John Clapham. The report has 
been accepted by the Government. The committee, 
appreciating the importance of official research in 
social and economic matters, propose the setting up 
of an inter-departmental committee which would bring 
to the notice of Government Departments the 
potential value for research purposes of the material 
which they collect, and would suggest new methods 
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and the Economic Section of the Cabinet Office 
would be represented on the committee, and outside 
experts would also be members. It is important, the 
report continues, that no economy campaign should 
seek to curtail official expenditure in this field. The 
committee do not regard as satisfactory the provision 
for research outside the Governmental machine, 
particularly, that is, in the universities. Annual 
diture on university work in the social sciences 
(excluding Oxford and Cambridge, for which the 
cannot be dissected) is barely more than 
£100,000, including all salaries, compared with almost 
£1,000,000 in the pure sciences. The committee 
recommend that there should be increases in the 
university grants, but stress that the chief im- 
pediment to expansion is likely to be the dearth of 
qualified workers. Dealing with the particular case 
of statistics, the committee say that during the war 
“ statisticians were probably the scarcest of scarce 
commodities and, now that the war is over, a chronic 
struggle is going on between the universities, business 
and the public service for the services of a supply of 
statisticians which is in the aggregate equal to only 
a tiny fraction of the demands immediately mani- 
festing themselves.’’ The committee is not in favour 
of setting up a Social Science Research Department 
on the lines of the Department of Scientific and 
Industrial Research or the Medical Research Council. 
What is urgently needed at the present time is routine 
research, for which such a Department would not 
be suited, and the diversion of workers into co- 
ordination of research from research work itself is 
to be avoided. The main development must, in the 
committee’s view, be at the universities. 
Retail Traders and Purchase Tax 
There is still no relief for retailers for purchase tax 
paid by them and remitted to consumers on thie 
removal or lowering of the tax. Legally the retailer 
may charge tax on goods held in stock, even following 
a reduction or removal of tax, but im practice com- 
petition from new stocks on which tax has not been 
paid renders this impracticable. In consequence, a 
large financial liability rests on the retailer. The 
Chancellor of the Exchequer has indicated that while 
the retailers’ case for relief is in principle unexcep- 
tionable, he has not yet been presented with a scheme 
which would be workable. It seems that the onus is 
now mainly upon the retailers, as represented by the 
National Chamber of Trade, to devise ways and means. 
The difficulties of a scheme are apparent, since it 
would be impracticable to obtain from retailers 
certified returns, as at the date of remission of tax, 
of all of the goods involved. Nevertheless, it is to 
be hoped that some method, even if of only approxi- 
mate accuracy, will be worked out, and we should 
welcome readers’ suggestions. One proposal of. which 
we have heard is that retailers might be required to 
make a statutory declaration of stocks, but it seems 
doubtful whether this would be acceptable to the 
Government, unless supplemented by other safe- 


Cost-of-Living Index . ‘ 
The cost-of-living index is notoriously unsatis-. 
factory. The distribution of expenditure on which it 
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is based is derived from a collection of working-class 
budgets made in 1904. The weights attached to the 
various items are completely out of date. Further, 
in more than forty years many new items have entered 
into the working-man’s budget and many old ones 
have disappeared. A Committee was appointed in 
1936 to inquire into a revision of the index, but war 
broke out before new data it had collected from 50,000 
budgets had been tabulated. The Committee is now 
being re-constituted and will advise on the revision 
of the index. It is not expected to make a further 
collection of budgets but will adjust the results 
previously obtained to bring them into line with 
present conditions. It does not necessarily follow that 


a new cost-of-living index will be brought in as soon , 


as the Committee has reported. . 


Index of Retail Sales 

Another welcome improvement in index numbers 
is to be made shortly. The Board of Trade are revis- 
ing the retail sales index. The existing index is based 
on returns from department stores, multiple shops 
and co-operative societies, and loses in value by the 
omission of independent traders. It is now intended 
to rectify this omission. A number of retailers in 
each trade are to be invited to join a panel, each 
member of which would report monthly, under 
conditions of secrecy, his total sales for the month. 
If possible, the figure for the same month of the 
preceding year will also be returned. The panels 
would be representative of shops with sales falling 
mainly within one or two broad categories of goods, 
rather than with mixed trades, since it is not proposed 
to attempt any sub-division of the sales figures. The 
first trades to be covered are chemists, men’s tailors 
and/or outfitters, and household furnishers. The 
published figures will be given separately for different 

ions of the country and, it is hoped, for large 
urban areas like Merseyside and Tyneside. The new 
indices will more truly reflect fluctuations in retail 
sales and will enable the small retailer to compare 
movements in his own sales with those of other 
independent retailers, both in his own and. other 
trades, and on a regional or national basis. If they 
are used for more general purposes by outside in- 
vestigators, it will, however, be necessary to bear 
in mind that, like the existing figures, they will be 
uncorrected for movements in prices. 

Refresher Course at Cambridge 
Following the two highly successful refresher 


courses held at Oxford, the Society of Incorporated. 


Accountants has arranged a third course at Gonville 
and Caius College, Cambridge. The course, which is 


for Incorporated Accountants who have served or ~ 


are serving with H.M. Forces, will be held, by kind 
permission of the Master and Fellows, from Sep- 
tember 13 to 21. The programme of the course is 
set out on page 260 of this issue. There are still a 
few places vacant, and members of the Society who 
wish to attend (as guests of the Society) should write 
without delay to Incorporated Accountants’ Hall. 


The University Scheme 
The scheme for an integrated course extending 


_ over 53 years, and leading to both a university degree 
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and a professional accountancy qualification, will be 
in full swing at at least eight universities during the 
forthcoming session. Particulars of the scheme have 
been given in earlier editions of ACCOUNTANCY, but 
the Joint Committee representing the universities 
and the accountancy bodies has now issued a booklet, 
giving all up-to-date particulars. Readers wishing 


for copies are requested to apply to Incorporated 


Accountants’ Hall. 


The ‘*‘ Whisky Cases ” 

The Revenue’s and, for the matter of that, the 
Special Commissioners’ interpretation of Section 24 
of F.A. 1943 was severely handled by the Court of 
Session in December, 1945; in a number of cases. 
As is generally known, the section, although general 
in character, was passed in an endeavour to bring to 
nought the ingenuity shown in certain vast and now 
notorious deals in Scotch whisky. Its general aim, 
according to the Revenue, may be summed up as 
“where benefit, there tax,” with complicity in any 
scheme as irrelevant. The Scottish judges, in a series 
of judgments remarkable for lucidity and close 
reasoning, rejected the Revenue’s “ tainted money ”’ 
argument and were unanimous that some degree of 
complicity in the Stock transactions was essential to 
liability. The test of “ benefit”’ they held to be 
insufficient. As a consequence, they found that there 
was no liability in the cases of (1) innocent original 
shareholders who had accepted generous offers from 
persons who only desired the shares as a means of 
controlling the trading stock ; (2) persons who only 
received commissions or other remuneration in con- 
nection with the acquisition of shares; (3) persons 
who had stipulated for a share of the profit on resale 
of shares but who had not been concerned with the 
disposal of stock ; (4) directors and agents receiving 
compensation for loss of office; and (5) those whom 
the Special Commissioners had found liable upon the 
test of benefit, where the facts stated in the respec- 
tive Cases, in the absence of express findings, were 
insufficient to establish complicity. 

Section 24 being general in its application, Lord 
Carmont would seem to have rendered an important 


‘ 


_ public service in the following passage : 


But in the interpretation put forward by the 


Crown, the section would enable a rogue who induces » 


shareholders to part with their shares on a repre- 
sentation that he means to carry on the distillery 
business, to involve the shareholders in enormous 
liability out of all proportion to the amount paid 
for the shares; and that by breaking his under- 
‘ taking and embarking on a scheme which could not 
have been in the contemplation of the shareholders, 
and may not even have been in the rogue’s own 
head at the time when he bought the shares, the 
results affecting the shareholders would come into 
being and develop with the roguery. And I see no 
reason to terminate the results affecting the share- 
holders by what is done by the immediate purchaser 
of shares from them, for there might be as dire re- 
sults flowing from the acts of a sub-purchaser. 
Retrospective legislation is bad enough; but 
re tive “ tainting ”’ of apr cngplgpans Se ya 
may far worse than the evil it is intended to 
counteract. 
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BRITISH EXPORTS 


Never has there been a greater awareness of the 
importance of exports to this country—but never 
has our dependence upon them been so extreme. 
The commonly repeated estimate that in the next 
three or four years we need to increase the volume of 
exports by 75 per cent. over the pre-war total prob- 
ably understates the effort demanded. A doubling 
of the 1938 volume is probably nearer the target 
we should set ourselves if the balance on external 
account is to be reasonably secure. This calls for a 
prodigious effort, and one that will require continued 
sacrifices of consumption | at home. If “ austerity . 
is passing out of vogue, “ stream-lining’”’ is coming 
in to stay for a long while. 


The nation of —— has done well so far. 
In 1944, exports were 31 per cent. of the pre-war 
volume ; in 1945, only 45 per cent. In the first quarter 
of this year the figure was about 84 per cent. ; in the 
second, about 100 per cent. The adverse ce of 
wheres on current and capital account is likely to 
considerably less for 1946 than the estimate of 
£750 million put forward officially at the beginning 
of the year. The export drive is not going unrewarded. 
It is true that the returns for June show a diminu- 
tion in exports compared with both May and April, 
even if allowance is made for Sundays and holidays. 
But the July total is expected to exceed that of May, 
-which was the best -war month, and there is no 
indication that the strong upward movement has been 
arrested. . 


The experience of every business man concerned 
with the export trade is that he is faced with no 
difficulty in obtaining orders from abroad, only with 
satisfying in a reasonable time the insistent demands 
for. British goods. He would welcome some further 
relief from troublesome official restrictions, but, even 
more, he looks to the Government to speed its co- 
operation in the process of industrial re-conversion, 
in the provision of adequate labour and material 
supplies, and in the supply of transport facilities, 


It is as true in the context of international trade 
as in that of internal economics, that the prime 
necessity is a speedy expansion of industrial and 
agricultural production. It is to this major task that 
statesmanship should now be mainly directed, and it 
is regrettable that so far the attentions of statesmen 
have been largely diverted elsewhere. Part of the 
rise so far achieved in exports has been a gratuitous 
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con of the sellers’ market in which we have 
found ourselves, for this has produced many sales, de- 
spite delayed deliveries by our exporters, which in more 
normal conditions would have been lost. It is not 
sufficient to rely upon an increase in the labour force 
engaged in exports by half a million over the total 
of one million employed before the war, though it is 
important to note that one half of this planned 
expansion has already been attained. More output 
from the same total beer force and even from the 
same capital equipment is imperative. 

While the price at which goods are quoted is less 
important to the purchaser in the present phase than 
the delivery date which is promised, the average 


_ British exporter is unlikely to be misled by this 


delayed circumstance of war into gaining a temporary 
advantage over his foreign customers, and thereby 
impairing his future market. By the same token, he 
recognises that the sharp upward movement that 
has occurred in prices in the United States does not 
offer him many immediate opportunities in com- 
petition with the American supplier. 

All this is not to say, nevertheless, that from the 
national angle broad and more long-lasting move- 
ments in world prices merit less than the closest 
possible attention. If the inflationary potential in 
the United States—so much more eruptive than our 
own—bursts into full activity, the international 
trade picture would be heavily overlaid with a new 

. An undervalued dollar would be a strange 
phenomenon for the world, and particularly for the 
United Kingdom, the largest world importer. It 
would be hard to disabuse our minds completely of 
the idea of a chronic shortage of dollars. The time 
has not yet arrived when we are called upon to make 
an attempt to do this, but price tendencies in. the 
United States now need to be very carefully watched. 
Perhaps the recent appreciation of the Canadian 
dollar and the Swedish kroner are isolated occurrences 
which indicate nothing of the future of the American 
dollar ; but perhaps, on the other hand, they are full 
of meaning. In a few months’ time it may be possible 
to tell. 

Meanwhile, the final passing of the American loan, 
on which the Canadian loan also waited, has ensured 
that during the next two or three years our adverse 
balance of payments will be covered with borrowed 
American and Canadian dollars. Yet these loans will 
have done us ill service if a major part of their pro- 
ceeds are not used, directly or indirectly, to expand 
our industrial potential. This should, and probably 
will, be done both by capital re-equipment and by 
improving the working ability of our sorely tried 
population, to whom the Government have promised 
some slight alleviation of the war-time rigours of diet. 

As a condition of the American loan, we enter in a 
year’s time into a new era of free convertibility of 
sterling acquired by foreigners from current transac- 
tions with us. That will indeed be a testing time, 
especially since there is likely to be a far greater 
freedom in the passing of goods across frontiers, 
following the projected trade discussions with the 
United States. But this is the only hopeful course, in a 
world where hope is conspicuously absent. —— - 
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Portents for Investors 


_ By ROLAND BIRD 


Two important things happened last month which 
yet left the Stock Exchange almost completely un- 
moved. The first was the passing of the dollar loan 
—an event which had been widely discounted in 
advance and so provided no additional stimulus to 
prices. The second was the closing of the 24 per 
cent. Savings Bond “ tap,’ which despite the Chan- 
cellor of the Exchequer’s characteristic quip—‘‘ Never 
before, in a cash issue, has His Majesty’s Government 
borrowed so much for so little for so long ’”—was not 
so wildly successful as to compensate for the jolt to 
gilt-edged prices which its introduction ‘“ below the 
market ’’ gave in May. 

Yet these twin events, though they have produced 
no appreciable response in the market, actually 
dominate the investment scene. Had the loan not 
been passed, austerity cum inflation would have 
governed British economic life, and although the 
equity shareholder is supposed to ride the con- 
sequences of inflation quite comfortably, there would 
have been nothing comfortable about the condition 
of tobacco shares and a number of other industrials 
if the loan had been rejected. Without the loan, 
again, the need to raise more money on the long-term 
market would have faced the Chancellor with the 
dilemma that he could only obtain his funds by 
feeding already strong inflationary potentials. But 
now, with the loan achieved, and a further (probably 
prolonged) “ tap holiday ’’ in prospect, the leaven of 
still cheaper money can work its way in the market. 
Mr. Dalton will not have to borrow any very large 
sum from the long-term market ; the pace will not 
have to be forced ; but the closed season for borrow- 
ing, under present conditions of near-inflation in a 
controlled capital market, can have but one effect. 
And that effect is steadily to raise the general level 
of gilt-edged securities during coming months. 

Both factors, loan and tap, are thus working to- 
gether to produce the sort of gilt-edged market which 
prevailed until mid-May, when the “tap” terms 
were announced. The basic conditions for cheaper 
money have been re-established, without endangering 
the checks and balances which are at present holding 
the bulwarks in place against inflationary forces. 
The new 24 per cent. Savings Bonds, after making 
allowance for accrued interest, have promptly reached 
a whole point over par, and doubtless after the holidays 
the usual stories will again be canvassed about the 
possible conversion of 3 per cent. Local Loans and 
even 2} per cent. Consols—though there is hardly 
much point in calling Old Consols merely to give them 
a date, which is plainly all that could be done at the 
moment. 


The Limits of Cheapness. 

Of course, it lies in Mr. Dalton’s power, if he so 
wishes, to drive the rate of interest on Government 
borrowing to lower and lower levels. But he cannot 
do so, except on certain conditions, which include a 
further dose of physical and- financial controls, a 


slow-moving queue of industrial borrowers, and the 
willingness of lenders to accept still cheaper terms. 
In theory, there are no limits to which the rate of 
interest, granted such conditions, might not be driven. 
But in practice, there are ; and in fact there is more 
than a suspicion that net rates of return on gilt-edged 
securities are now so low that they leave scarcely 
any margin after management expenses have been 
met. 
‘Compression of the Yield Structure 


The implications of this point are important. It 
is neither a suggestion of a “ capitalist strike ” nor a 
back-door argument for dear money. It is merely a 
recital of a truism that the large institutional in- 
vestors—the insurance companies for instance—are 
now earning an overall rate on their funds which is 
about as low as they can work upon, having regard to 
the conversion of investments which formerly carried 
higher rates and to the very constricted range of 
yields which now obtains on all investments. This 
compression of the yield structure has now reached 
the point at which a comparatively small local 
authority or public board obtains terms almost as 
favourable as those imposed by the Treasury itself. 
The old margins between different credit risks have 
been wiped out; cheapness and uniformity have 
become the rule. Derwent Valley Water Board and 
the British Exchequer are virtually on terms of 
equality when they seek to raise new capital. 

During the last month or two, investors have un- 
doubtedly become .restive about this situation. It 
is one thing to force the pace in gilt-edged borrowing ; 
it is quite another thing to compel the investor to 
follow the same technique when it is applied to the 
gilt-edged satellites. Yet there is little doubt that 
24 per cent. will be eventually established in these 
groups as in the gilt-edged market itself. It is 
merely a question of time and the pressure of money 
upon a restricted flow of new securities. Of course, 
the authorities themselves.hold a generous supply of 
the new Savings Bonds and also of the 1} per cent. 
Exchequer Bonds which they can feed out through 
an informal tap whenever they wish. Moreover, the 
greater freedom in the new industrial issue market 
may, in time and in a limited degree, begin to com- 
pete with the gilt market. But that time is 
not yet, and meanwhile the volume of money await- 
ing the opportunity for investment at rates above the 
gilt-edged level can be measured by the response of 
£414 million subscriptions for {6 million of Dunlop 
Rubber debentures, yielding slightly less than 3} per 
cent. 

Obviously one of the basic props of present levels 
of security prices—cheap money—is as strong as ever, 
though it may not, on these arguments, be called upon 
to carry any greatly increased weight during the 
coming months. The interpretation that the “ tap” 
terms were pitched below the market as a first step 
in a new policy towards dearer money is palpably 
wrong ; gilt-edged speculators (to quote Mr. 
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Dalton) were given “ a smart rap on the knuckles,”’ 
and many equity share speculators took the rap 
too. But there is no new policy. Cheap money, 
subject to its practical limitations, still holds the 
stage as effectively as ever. 

Equity Prices 

This fact has an important bearing on the present 
level of ordinary shares, which is determined by a 
combination of interest rates and prospective earn- 

. During the past year, taking end-June figures, 
the yield on Old Consols has fallen from 3-01 per cent. 
to 2-60 per cent., while the yield on the 157 industrial 
shares included in the Actuaries’ Investment Index 
has risen moderately ‘from 4-23 to 4:33 per cent. 
But during the period, the equity price index also 
rose, from 85-9 to 93-0—in other words, industrial 
dividends rose at a slightly higher rate than prices. 
The Agtuaries’ Index, however, includes a number 
of nationalisation groups which give a higher yield 
than that obtainable on representative equities, and 
its sub-group of 40 miscellaneous industrials (which 
excludes the nationalisation groups) rose from 94-3 
to 106-3, while the yield fell from 3-91 to 3-70 per cent. 

To argue from the yield differentials between gilt- 
edged and equities which exist at any particular 
point of time is always hazardous, and the yield com- 
parisons quoted above would not support any firm 
conclusion that equities at the end of June were 
standing too low in relation to gilt-edged. All that 
can properly be said of them is that the differential 
in some groups has widened, and that industrial 
yields are discounting the prospects of a considerable 
profit inflation as soon as full civilian production is 
under way and E.P.T. has been removed. The future 
of industrial shares, therefore, has to be measured by 
the best estimates of industrial progress during the 
next twelve months or so that can be made, and by 
the importance that should be attached to the Chan- 
cellor’s repeated insistence that, under certain circum- 
stances, he may impose new taxation upon profits 
to replace E.P.T. 

At the moment, the industrial picture ranges from 
extreme scarcity to incipient glut. There are signs, 
for example, that the light engineering industries 
(which got away to a quick start in reconversion) have 
produced most of the electric irons that consumers 
need—at least at present prices. At the other 
extreme, there is evidence of continued scarcity of 
coal, with a contingent crisis next winter, and of 
textiles. Steel is at maximum production levels, 
though output is insufficient to meet home demand 
and exports too. In housing, bricks are at least 
improving, but tiles and timber are scarce, and there 
is a dearth of labour in iron foundries which is affect- 
ing not only housing but also a large range of indus- 
tries which need castings. And over most of the 
industrial scene there lies the shadow of declining 
productivity. 

Future Prospects 

As reconversion proceeds, these difficulties will 
gradually be reduced, and there is no reason to doubt 
that, given full employment, the prospects for a sub- 
stantial rise in industrial profits compared with pre- 
war levels are still undimmed. Present prices of 
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industrial shares are about level with the 1936 
“highs ”—in other words, they do not appear to 
have discounted to the full the fall in the value of 
money which has taken place during the past decade. 
If this were all, a further rise in.prices might be 
forecast with some confidence. But there are at 
least two reasons against taking a view about the 
trend of markets beyond the Autumn. The first is 
the possibility of new taxation on profits. The 
second is the prospect before Wall Street. The link 
between London and Wall Street to-day is not direct, 
as it was before the war, but British investors who 
now realise that the, British and American economies 
are now tied by the loan and its attendant conditions 
will be watching Wall Street very closely for further 
signs that the American market is beginning to dis- 
count trade recession in the United States. On this, 
it is hazardous to offer any forecast, though it may 
be significant that American economic opinion is now 
inclined to anticipate recession towards the end of 
next year—rather earlier than previous guesses. If 
so, it will make its mark on British equities in good 
time. 

To summarise, there are a number of pointers 
which suggest that although some further gains may 
be recorded in selected industrial issues, the market 
as a whole may also be within measurable distance 
of the top. After six years of bull markets, a pause 
must come, sooner or later. It may be significant 
that brokers’ correspondence now seeks advice about 
selling about equally with advice about buying, 
whereas a couple of months ago everybody was 
buying. Under such conditions, shrewd selection 
and timing are the essentials of success. 


Accounting Principles—XI 


The Council of the Institute of Chartered Accountants 
makes the following further recommendations to its 
members on certain aspects of the accounts of companies 
engaged in industrial and commercial enterprises. 
Whilst it is recognised that the form in which accounts 
are submitted to shareholders is (subject to compliance 
with the Companies Act) a matter within the discretion 
of directors, it is hoped that these recommendations will 
be helpful to members in advising, in appropriate cases, 
as to what is regarded as the best practice. 


XI. Excess Prorits Tax Post-War REFUNDS 
1. Material Provisions of Finance (No. 2) Act, 1945 
The undertakings to be given under Section 40 of the 
Finance (No. 2) Act, 1945, include, amongst others, 
undertakings that : 

(a) ‘‘ the net amount of the refund will be used in 
developing or re-equipping the trade or business 
and, until so used, will be so dealt with as to remain 
available for use, when required, in ag teat or 
re-equipping the trade or business.” 


(b) “. . . any part of the said net amount which is 
not so used shall not be directly or indirectly dis- 
tributed by way of dividend or cash bonus or 

- capitalised for the purpose of issuing bonus shares 
or debentures or releasing any liability for uncalled 
share capital or applied, whether by way of re- 
muneration, drawings, loans or otherwise, for the — 
benefit of partners, shareholders or proprietors.” 
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Section 47 authorises the Commissioners, subject to 

ified conditions, to give credit for the net amount of 

the refund (after deducting income-tax at the standard 

rate for 1946-47) against excess profits tax liabilities. 
Any amount so credited is to 


“be deemed to have been paid to the Commissioners 
and ‘repaid by them and the said undertakings and 
authorities shall, with the necessary modifications, 
have effect accordingly.” 

. Section 42-(3) states : 

“‘ It shall be the duty of the advisory panel, in such 
cases and at such times as they think fit, to inquire 
how the net amount of any post-war refund has been 
dealt with, and if, in the opinion of the panel, any 
part of the said net amount has, under the last pre- 
ceding section, become due to the Crown, to report to 
the Treasury accordingly, and no sum shall be so 
recoverable unless the panel have so reported in respect 
thereof.” 

Section 50 (4) states : 

*“ Where any expenditure has been incurred, on or 

' after the first day of April, 1945, in developing or re- 
equipping a trade or business, any sum used in or 
towards the recouping of that expenditure shall be 
deemed for the purposes of this Part of this Act to 
have been used in developing or re-equipping that 
trade or business and any undertakings given under 
this Part of this Act shall have effect accordingly.”’ 

II. Observations thereon 

(a) Prior to the enactment of the Act it was recognised 
accounting practice in a vast majority of undertakings 
to ignore post-war refunds on the grounds that the right 
thereto was nebulous and the relative conditions were 
unknown. The passing of the Act has changed this 
situation. 

(b) Official guidance is not at present available as to 
the meaning and scope of the expression “‘ developing or 
re-equipping ’”’ used in the sections quoted above, nor 
as to certain other important matters arising in con- 
nection with the regulations. The. recommendations 
which are set out below may, therefore, need modifica- 
tion in the light of experience. It is, however, con- 
sidered that, in view of the importance of this matter 
to a great variety of businesses, the Council should 
indicate now, rather than await the results of experience, 
the provisional views which it has formed as to the 
appropriate accountancy treatment of certain aspects of 
the refund. The notes set out below are designed to 
deal with the case of the single trading company and no 
endeavour has been made to comment upon the circum- 
stances peculiar to partnerships, individual traders and 
groups of companies, the case of assignees of the refunds, 
and other special cases. 


(c) Special attention is drawn to the stipulation that 
the refund shall be so dealt with as to remain available 


for use for the particular purposes specified in the Act. 
It is to be noted that inasmuch as credits which are set 


off against liabilities under Section 47 are to be deemed 
to have been received from the Commissioners, the same 
obligation rests upon the taxpayer in this connection as 
if he has actually received these refunds in cash. 


(d) As the net refund must be so dealt with as to 
remain available for the specified purposes, gt may be 


thought that the only appropriate way of doing this is — 


to open a separate bank account into which the refund 
would be paid and from which the only permissible 
payments would be those for the purchase of specific 
investments for account of the refund and those clearly 
identified as falling within the scope of the section. 
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Whilst this procedure would have great merit in a 
large number of cases in assisting those responsible to 
demonstrate that the moneys are kept available until 
used for purposes covered by the section, it is thought 
that, had Parliament intended such a course to be 
followed in every case, it would have included a specific 
provision to that effect in the Act, and would also have 
included provisions for the payment into such an account 
of amounts equivalent to the sums deemed to have been 
received though actually applied in reduction of liabili- 
ties. Where an undertaking has ample liquid resources 
it can readily keep available for use when required an 
amount equal to the refund ; in such a case there seems 
no reason why, as long as this is done, the refund should 
not be merged in the general financial resources of the 
business. 

III. Recommendations 
It is recommended that : 


(1) Where the amounts involved are material it should 
no longer be regarded as good accounting practice to 
ignore the right of a business to post-war refunds of 
excess profits tax. 


(2) If, at the time of the completion of the accounts, 
the amount of the refund recoverable is not known with 
substantial accuracy and no amount has been received 
or deemed to be received on account thereof, no credit 
should be taken for the refund in the accounts. If, 
however, the estimated amount of the total refund is 
material, a suitable note should be made on the balance 
sheet, giving such indication as may be practicable of 
the magnitude of the sum involved. 


(3) Where, before the completion of the accounts, the 
amount of the refund has been ascertained either for the 
whole period or up to a particular date, or a payment has 
been received or deemed to have been received, the 
amount ascertained, received or deemed to have been 
received, as the case may be, should be credited to a 
specific reserve or suspense account shown separately in 
the balance sheet under an appropriate name, such as 
“Excess Profits Tax Post-war Refund Suspense Ac- 
count.” Except in cases where the credit represents 
substantially the whole of the anticipated refund in 
respect of tax liabilities to the date of the balance sheet, 
the narrative used should indicate the basis of calcula- 
tion used and, as far as practicable, should indicate the 
further net sums which are expected to be received but 
have not been taken up in the accounts. Alternatively, 
an appropriate note on the balance sheet should explain 
the position. 

As an alternative procedure where no money has been 
received or deemed to have been received, an appro- 
priate note mentioning the sum concerned and the basis 
of its calculation should be entered on the balance sheet. 


(4) Where, before the completion of the accounts, the 
amount of the refund has been ascertained either for the 
whole period or up to a particular date and is credited 
in the accounts as explained above, any part of the 
refund which has not been received or deemed to have 
been received in cash should, if material in relation to the 
other assets, be shown separately as an asset in the 
balance sheet under an appropriate description such as 
“Amount Recoverable in respect of E.P.T. Post-war 
Refund.” 


(5) The question whether such an asset, or the cash 
representing it when received or deemed to be received, 
should be treated as a current asset or otherwise should 
be determined according to the facts of the case. The 
circumstances of businesses differ greatly. At the one 
extreme is the business whose refund is clearly a current 
asset in that it is wholly required to discharge current 
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liabilities existing at the date of the balance sheet for 
expenditures on developing or re-equipping, or to re- 
place funds already used for that purpose. At the 
other, is the business whose liabilities do not include any 
liability for developing or re-equipping and whose refund 
consequently is not available to meet any liabilities 
outstanding at the date of the balance sheet or to refund 
expenditures incurred since April 1, 1945; in some cases 
there may, indeed, be little prospect of using the refunds 
to any substantial extent for several years. In such a 
case the assets representing the refund, if material, 
would be better separated from the current assets and 
grouped under some separate heading in the balance 
sheet, Between these extremes is a diversity of cases 
which would seem to call for treatment according to 
their circumstances, the important point being not to 
mis-state the net current asset position of the business. 

(6) The question whether cash received pr deemed to 
be received in respect of the refund should be paid into 
a special bank account or merged in the other financial 
resources should be decided by reference to whether a 
separate account is necessary in order to keep the 
appropriate amount available for the purposes for which 
the refund is intended to be used. Where there is any 
shortage of liquid resources it may be especially desirable 
to use such an account so as to obviate the danger of 
infringing the undertakings to keep the refund available 
for the prescribed purposes, 

(7) A detailed record should be kept of all expenditures 
which are claimed to represent applications of the refund. 


This should be kept available so as to show what these . 


are and how they have been treated in the books of the 
business, in the event of the uses to which the refund is 
put being challenged at any time by the advisory panel. 

(8) For the time being the specific reserve or suspense 
account arising from the refund, should only be charged 
with repayments to the Commissioners (including con- 
structive repayments arising because of the occurrence 
of E.P.T. deficiencies after the periods to which the 
refund relates) and expenditure on developing or re- 
equipping which, if the refund were not available for the 
purpose, would be written off to profit and loss account. 

The extent to which the balance on the specific reserve 
or suspense account has been applied for the prescribed 
purposes should be indicated in the balance sheet by 
the insertion of appropriate words in the narrative 
relative to the balances or in a note thereon. 

This recommendation may need further consideration 
when official guidance is available as to (i) the meaning 
of the expression “ developing or re-equipping”’; (ii) 
the intentions of Parliament with respect to the period 
within which moneys must be utilised or repaid to the 
Commissioners ; and (iii) the intentions as to the ulti- 
mate destination of balances on the specific reserve or 
suspense accounts arising from the refund. 

(9) Expenditure on the acquisition of capital and other 
assets should be dealt with in accordance with the 
normal accountancy procedure and should not be charged 
against the reserve or suspense account. Depreciation 
and amortisation thereof should also be charged against 
profit and loss account in accordance with the normal 
accountancy practice of the business. 


E.P.T. Refunds—Chancellor’s Statement 


In the House of Commons on July 22, Sir Peter Bennett 
asked the Chancellor of the Exchequer whether he would 
give guidance and remove uncertainty’ by making a state- 
ment in connection with the E.P.T. -war refunds to show 
on broad principles what type expenditure would be 


At an 


regarded by the Treasury as being for the purpose of develop- 
ing and re-equipping a business; to what extent existing 
reserves should be withheld from distribution so as to avoid 
indirectly benefiting the proprietors by the receipt of E.P.T. 
post-war refunds by a company ; and where the line of dis- 
tinction is drawn between benefiting the business and benefit- 
ing the proprietors of the business. : 

Mr. Dalton replied : “‘ I cannot, of course, give an answer 
which will deal with all the varying circumstances of all 
businesses receiving these refunds, but I will ask the Advisory 
Panel—which I hope will start work almost immediately 
to issue in due course a considered statement on this subject. 

“IT intend that the words ‘ developing or re-equipping ’ of 
a trade or business should be ecudlly Laturgretell’ to" dover 
any use of the refund which increases the capital resources 
and (subject to the normal risks of carrying on the trade or 
business) effectively maintains such increase. This would 
cover, for example, an increase in fixed assets or in working 
capital. It would also cover the replacement of assets where, 
owing to a rise in prices, cost of replacement is higher than 
the original cost and would, apart from the refund, require 
additional finance. 

“The relation between the use of the refund and the dis- 
posal of existing reserves must depend on the circumstances 
of each particular case. It is not intended to require that, 
in no circumstances whatever, should any part of existing 
reserves be distributed ; but clearly such reserves should 
not be distributed merely because the receipt of the refund 
has made it no longer necessary to retain reserves accumu- 
lated for the purpose of increasing the capital resources of 
the business. Such distribution would mean that the refund 
was indirectly being applied in a manner contrary to the 
undertakings required by the Statute. 

“As regards the third of the question, the use of a 
refund in a business should obviously benefit the business, 
and any resulting increase in its current earhings can be freely 
dealt with in the sanfe way as its earnings generally. It is 
the refund itself which, under the Statute, is not to be dis- 
tributed or applied for the benefit of the partners, share- 
holders, or proprietors. 

“But I must once more t that, generally speaking, 
I do not regard increased divi pads ae Delay in te dations! 
interest at the present time.” 


Rehabilitation Expenses 


Rehabilitation expenses are allowed against Excess 
Profits Tax under the Finance Bill now before the 
House of Commons. An attempt to have them also 
allowed against profits and income taxes, made 
during a recent debate on the Bill, did not meet 
with immediate success, but the Government promised 
to give careful consideration to the case before next 
year’s Finance Bill is introduced. The delay is un- 
fortunate, for the incurring of these expenses is an 
essential part of the urgent task of industrial re- 
conversion, and their inadmissibility for tax purposes, 
except for the moribund E.P.T.., is a serious deterrent. 
Rehabilitation expenses, as defined under the present 
Bill, comprise expenditure on the removal of A.R.P. 
works ; the cost of removing a business from a war- 
time dispersal point ; and the expense of re-adapt- 
ation to peace-time purposes of buildings, machinery 
and other assets. Since these expenses are now to be 
allowed against E.P.T., and during the war there was 
a widespread impression, fostered by Government 
Departments, that they would ultimately be a general 
charge against tax, it should be possible for an early 
decision to be made, and for this to be favourable to 


the taxpayer. 


August, 1946 


ACCOUNTANCY 


Currency Depreciation and Tax Allowances—I 


By. W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


The recent war, like other great wars, has created 
havoc with prices generally, and despite price control 
there is no doubt but that one consequence of the 
1914-1918 struggle will be ted and that the 
internal purchasing power of the pound sterling will 
be permanently less than it was immediately prior to 
1938. This does not rule out the likelihood that 
owing to improved technical processes there may be 
a downward movement in many particular price- 
levels. The grounds for this belief in the permanence 
of the change in value which has taken place may be 
set out very briefly. 

The depreciation of a currency has many conse- 
quences. It relieves borrowers at the expense of 
lenders and, although this feature has often had 
startling effects upon their mutual relationships, its 
most important social feature from the national 
standpoint is its reduction of the burden which the 
Present is able to lay upon the Future. Bearing in 
mind not only the vast sum required annually to 
meet the interest upon the present National Debt, 
the ever-growing actuarial liability in respect of 
old age and other pensions, and the fact that the 
social consequences of a deflation policy have been 
shown by experience to be of the gravest character, 
no attempt to restore by deflation either the whole or 
any part of the currency depreciation of the crisis 
and war years is likely. It may, in fact, be argued 
that any policy which would result in increasing still 
further the share in the “national heap” of the 
non-productive as compared with the productive 
elements of the community would have ultimately 
disastrous consequences upon the finances of this 
country ; and no one will be more aware of this than 
those whose duty it is to take long views and to give 
skilled advice and warnings to whatever Government 
happens to be in power. 

The situation is one of the pressure of an increased 
number of paper pounds, with the credit based upon 
them, upon a reduced stock of commodities ; and it 
will be obvious that both factors have similar effects. 
It is, nevertheless, impossible at the present time to 
say what proportion of the general rise which has taken 
place has been due to the monetary and how much to 
the scarcity factor. Seeing that in the sellers’ market 
for goods of everyday consumption: existing in and 
immediately after a great war profits tend to be 
larger than cust , the demand for profit-earning 
assets in order to take advantage of this position will 
normally cause the supply price of such assets to 
rise exceptionally. The cotton-spinning ‘‘ boom ”’ 
of 1919 was a most extreme example of this. 


Transfer of Assets 

The existence of the position last mentioned would 
obviously afford to-day as in the past opportunities 
for the speculative company promoter similar to 
those which arose after the 1914-1918 war, were it 
not for the Capital Issues Control—now much fortified 
by the Borrowing Act—and the provisions of the 
Income Tax Act, 1945. The re-flotation of companies 


after 1918, with new capitalisations based on the 
expectation that super-profits would continue, not 
only did immense harm to the industries affected but 
entailed, intentionally in many cases, heavy losses to 
the Revenue. By allocating the main part of purchase 
consideration payable by the new operating company 
to plant and machinery and other fixed assets rather 
than to goodwill, not only was the Stamp Duty payable 
on transfer reduced but, in effect, profits, in aggregate 
equal.to the difference between the old written-down 
Income Tax values and the new valuations of the 
plant and machinery transferred, were franked for 
taxation purposes. The Income Tax Act of .1945 will 
not only protect the Revenue, but will also tend to be 
a protection to investors. No firm of valuers valuing 
the tangible assets of a going concern for purposes of 
transfer will be able to ignore the fact that the 
Revenue allowances in respect of depreciation of 
plant and machinery and buildings will have little 
regard to inflated purchase considerations. The 
question, however, remains whether the provisions 


of the Act do not go beyond what is economically 


justifiable. ! 
Wear and Tear Allowances 

Although the scarcity element in prices will dis- 
appear as supply becomes equal to demand, the 
effects of currency depreciation will remain and will 
extend to the whole of the “real” pre-war assets 
of a business, 7.e. other than cash and claims to cash. 
This fact will be of real ultimate importance in the 
case of plant and machinery and buildings which, 
unlike stock-in-trade, are not replaced except at long 
intervals. From the economic standpoint, the 
allowances to a trader in respect of capital wastage 
should be in their aggregate sufficient to replace like 
with like at the time of replacement. This is the 
nature of the allowance by way of renewal under 
Rule 3 (d) to Cases I and II of Schedule D, where 
the word “ supply ” is used in the same sense as in 
“list to supply vacancies amongst Commissioners,” 
found in Part V of the Act of 1918, meaning “ re- 
plenish ” or “ to fill a vacant place.’’ On the other 
hand, the theory of the Wear and Tear allowances 
under Rule 6 and Rule 7 of the same Rules and of the 
allowances under the Income Tax Act, 1945, is 
fundamentally different. It ignores the replenish- 
ment principle altogether, and is based upon the 
assumption that the purchasing power of the pound 
will be constant and be neither more nor less than 
what it was at the time or times when the capital 
assets under consideration were originally acquired. 


Balancing Adjustments Under the 1945 Act 

The balancing adjustments under the Income Tax 
Act, 1945, are, in the writer’s opinion, vitiated by 
this theory and are economically unsound under 
present conditions. Take, for example, a case of the 
conversion of a private manufacturing business into 
a limited liability company by a perfectly straight- 
forward transaction in which all the assets of the 
business, mainly pre-war acquisitions, are sold at the 
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best possible estimate of their current value. Upon 
two assumptions, first that a currency depreciation 
of 50 per cent. has taken place since the said assets 
were acquired, and secondly, that as regards the plant 
and machinery transferred the Income Tax per- 
centages for wear and tear have been adequate in 
principle, the result of a revaluation in terms of new 
pounds will be to create under the Act balancing 
charges in the case of assets maintaining their value 
in use. Conversely, where such assets are trans- 
ferred at-values below the Income Tax written-down 
values because the percentage allowances have been 
inadequate or because of obsolescence, there will be 
balancing allowances to be given under the Act. 

If the economic principle of capital replacement is 
admitted, in neither of the above instances will the 
“ balancing” be correct, nor will the position be 
rectified by halving the charge in the first case and 
doubling the allowance in the second. One example 
only is necessary to show this. Suppose that the 
written-down value for Income Tax purposes of plant, 
etc., at the time when currency depreciation takes 
place is £10,000 and that 10 years later it is £4,000 
less by reason of Rule 6 allowances, giving a residual 
value of £6,000. Next let it be assumed that the 
plant, etc., is sold on the revaluation for £7,000, 
thereby creating a balancing charge of £1,000. On 
re-examining the figures by reference to the currency 
depreciation of 50 per cent. the £4,000 allowed must 
be reduced to £2,000, because it only represents 
£2,000 of the pre-war value, with the result that the 
residual value becomes £8,000, which in terms of 
post-war pounds will be equivalent to {£16,000 
against the sale vie of £7,000. In other words, 
instead of there being a profit of £1,000 upon the 
sale there is from the economic standpoint a loss of 
£9,000 when replacement is expressed in new pounds. 


Paper Profits : 

Summing up the position, the Income Tax allow- 
ances in respect of pre-war assets will represent, 
generally, fractions of origi cost expressed in 
pounds. These pounds should be, from the economic 
point of view, pre-war pounds, but subsequent to a 
currency devaluation, the pounds actually allowed 
will have only post-war purchasing power. If the 

e-war written-down value of plant, etc., was 
£10,000, and at the time of replacement owing to 
devaluation the cost is £20,000, then, unless this 
increase in money cost is recognised in principle as 
being a legitimate charge for tax purposes, the profits 
shown by the trader’s accounts will have been illusory 
and excessive. The same position will ultimately arise 
with regard to all pre-war fixed and circulating 
capital other than net balances of cash, and claims 
to cash, the last term representing book debts less 
trade creditors. On a broad generalisation, the 
inflation of values expressed in terms of depreciated 
pounds will appear sooner or later in the accounts 
as and be taxed as trade profits or go to reduce trade 
losses. It will amount, in fact, to a capital levy 
which will be none the less real because frequently 
not recognised as such. The extent of this levy will, 
of course, vary with the degree of inflation and the 
greater this is the ter will be the increase in 


“paper profits ” shown by the trader’s accounts. 
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_ With regard to the t allowances for wear 
and tear of t and machinery, the percentage 
methods upon cost have great advantages from 


an administrative point of view but, as shown above, 
are clearly uneconomic under conditions of fluctuation 
in the value of the currency. The allowances by way 
of renewal under Rule 3 (d) to Cases I and II do, 
however, meet the case substantially both as regards 
permanent increases of cost due to currency depre- 
ciation and temporary increases of cost of new goods 
due to the scarcity factor. The existence of both 
methods side by side in our Income Tax system 
prompts the question whether it is not possible for a 
trader to obtain the advantages of both methods 
whilst at the same time not getting more than is 
justifiable from the’ economic standpoint. In a 
recent case in the High Court, counsel for the Crown 
termed the allowances in respect of plant and 
machinery by way of renewal as “ non-statutory ”’ ; 
and, as he repeated this characterisation again and 
again in the course of his argument, it is more than 
likely that he did so upon instructions. Opposing 
counsel challenged this view ; but, in deciding against 
the Crown, Macnaghten, J., did not find it necessary 
to deal with the point. As, however, it is quite 
possible that the Revenue’s dislike of allowances by 
way of renewal under Rule 3 (d) may take an active 
form, it will be worth while looking into the origins 
of both methods in order to ascertain, if possible, 
what is the legal position ,of these allowances, and 
this will be dealt with in a concluding article next 
month. 


The Borrowing Act 


As was expected, the House of Commons disagreed 
with the Lords’ amendment to the Borrowing Bill 


. (now on the Statute Book) limiting its provisions to 


five years—simply stating that they deemed it 
necessary that the powers conferred by the Bill 
should be permanent. Clearly, the Upper House 
would not force a constitutional crisis over an issue 
of this kind, but the Government made withdrawal 
easier by themselves putting forward an “ alterna- 
tive ’’ amendment in the Lords, and this was duly 

. The Government amendment excluded from 
the scope of the Bill borrowings totalling £10,000 or 
under in a year. The concession is really a hollow 
one, for the Order to be issued under the Bill will 
exempt borrowings not in excess of £50,000 in a year. 
It passed, however, for a compromise settlement 
between Lords and Commons with “ face” lost on 
neither side. 


Municipal Treasurers’ President 
It is pleasant to record that Mr. John Ainsworth, 


M.B.E., has been elected President of the Institute 


of Municipal Treasurers. Mr. Ainsworth has had an 
outstanding record in municipal accountancy. Fol- 
lowing ten years as City Treasurer and Chamberlain 
of Plymouth, he was appointed City Treasurer of 
Liverpool in 1945 at the early age of 44. He became 
a member of the Council of the Institute of Municipal 
Treasurers in 1939 and recently joined the Council of 
the Society of Incorporated Accountants. He has been 
a member of the Society since 1927. 
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TAXATION 


Double Taxation 


Statutory Provisions for Relief hah 


It is to be expected that Orders in Council will be 
made before very long in respect of the Agreements 
already reached with the United States, Canada and 
France (the French agreement is very limited in scope). 
Further agreements are being negotiated, that with 
Australia being in an advanced state. It is, therefore, 
opportune to examine the provisions of the Finance 
(No. 2) Act, 1945, dealing with this important matter, 

Section 51 has the object of enabling the Government 
to put such agreements into operation. As soon as an 
Order in Council is made under the Section in t of 
a Dominion or other British territory, the provisions of 
Section 27 of the Finance Act, 1920 (which is the section 
providing for Dominion Income Tax Relief) will cease 
to have effect as regards the Dominion, etc., in question. 
Similarly, the provisions of Section~30 of the Finance 
Act, 1940 (which provides relief for E.P.T. paid in a 
Dominion, etc.) will cease to operate. It is noteworthy 
here that, when ratified; the agreements so far reached 
are to operate from the following dates : 


Income Tax Sur-Tax  E.P.T./N.D.C. 
Country U.K. Other U.K. Other U.K. Other 


party party party 
Canada 6.4.46 1.146 6445 1.146 1.146 1.1.46 


U.S.A. 6445 1.145 64.44 1.145 1.445 1.1.45 

The t with France operates generally from 
April 6, 1945 (January 1, 1945, in France), but in 
certain ts it is retroactive to April 1, 1931 


(April 5, 1931, in the U.K.), though not so as to give any 
right of repayment. 
Credit for Foreign Tax 

Where, under the Agreement, tax payable under the 
laws of the other is to be allowed as a credit 
against U.K. tax, the Seventh Schedule to the Finance 


(No. 2) Act, 1945, comes into play. In what follows (as_ 


in the schedule in question) the tax of the other party is 
termed “‘ foreign ”’ tax. 

Foreign income tax is to be allowed against U.K. 
income tax only and foreign E.P.T. against U.K. E.P.T. 
(including N.D.C.) only. No credit is to be allowed 
for any year of assessment (or, in the case of E.P.T., 
chargeable accounting period) unless the person in 
respect of whose income or profits the tax is chargeable 
is resident in the U.K. for that year or period. 


Amount of the Credit 

The amount of the credit for foreign income tax in 
respect of any income is limited, in that it must not 
exceed the tax on the amount of that income as com- 
puted under the Income Tax Acts at the following 
rate: » : 

(a) The tax payable on total income (before deducting 
any relief for life assurance premiums or double 
taxation relief) divided by the total income, plus 
(where relevant) 

(b) the sur-tax payable for the same year divided by 

the total income. 

If relief is not to be given against sur-tax, the rate 
calculated as in (a) is to be used. If relief is to be given 
only against sur-tax, then the rate is as in (6). 

This rate, it will be seen, is calculated in the same way 
as that for the purpose of relief from double taxation 
in the case of Eire. 

The total credit cannot, of course, exceed the tax on 

. Statutory total income, i.e. total tax payable less tax 

recoupable (otherwise than from dividends under 

General Rule 20). In the case of E.P.T., the credit 


cannot exceed the E.P.T. attributable to the profits in 
question, (‘‘ E.P.T.’’ includes N.D.C.) 


Effect of Credit on Computation of Income — 

Hitherto, foreign income tax has been a deduction 
from the foreign income for the purposes of assessment 
in this country (except, of course, where the Dominion 
Income Tax Relief provisions operated, when only the 
excess of the Dominion tax over the relief given here 
could be deducted). 

Obviously, therefore, provision has now to be made 
for the new situation. No deduction is permissible for 
foreign income tax which is the subject of a credit. 
Where the income tax payable depends on the amount 
received in the U.K. (i.e. where the remittances basis 
applies, viz., in the case of earned income under Case V, 
and in the cases of persons not domiciled here and 
British subjects not ordinarily resident here under 
Cases IV and V), the credit is to be added to the amount 
received here. In the case of dividends not assessable 
on the remittances basis, any foreign income tax, not 
chargeable directly or by deduction, which is to be taken 
into account in ining what (if any) credit is to be 
given, is to be added to the dividends. In all cases where 
the amount of the credit is reduced by reason of the 
limitation already described above (under the sub- 
heading “‘ Amount of the Credit ’’), the amount of the 
income is reduced by the same amount. 

For the purposes of calculating the rate for computing 
the credit, however, remittances are to be increased by 
the foreign income tax (not by the credit, which at this 
stage is not yet ascertained); foreign income tax not 
chargeable directly or by deduction is not to be added 
to a dividend; and no adjustment of income is to be 
made because the credit is limited. It will be seen that 
aoe modifications are necessary to simplify calcu- 

tions. : 

Any foreign E.P.T. not allowed as a credit is deducti- 
ble in computing the amount of the profits for E.P.T. 
Dividends (for the Purposes of Credits) 

The foreign income tax not chargeable directly or by 
deduction in respect of a dividend, which, by the arrange- 
ments, is to be taken into account in considering what 
credit is to be made, is that borne by the body corporate 
paying the dividend upon the “ relevant profits ’’ in so 
far as attributable to the proportion of those profits 
represented by the dividend. 

The relevant profits are— 

If the dividend is 


(a) Paid for a_ specified 
period 


(6) Paid, not for a speci- 
fied period, but out of 
specified profits. 

(c) Paid, neither for a 
specified period nor 
out of specified profits. 


The profits of 
(a) That period. 


(6) Those profits. 


(c) The last period for 
which accounts were 
made up which ended 
before the dividend 
became payable. 

If in (a) or (c), the total dividend exceeds the profits 
available, the excess is deemed to be paid out of the 
profits of the next preceding period(s). 

Claims 

The claim for a credit is optional ; and must be made 
within six years of the end of the year of assessment or 
chargeable accounting period in question. Appeals lie 
to the Special Commissioners. 
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Where the amount of a credit is rendered excessive or 
insufficient by reason of any adjustment of tax, the six 
years‘ run from the time of the otpennees, etc. 


Dividends Paid by oe Commenter, Enjoying Double 
Taxation R 


The provisions od Section 52 of the Finance (No. 2) 
Act, 1945, came into force on February 20, 1946, and 
have already been the subject of comment in ACcOUNT- 
ANCY. Notwithstanding that it has had relief for double 
taxation (whether under the old law or the new) a 
company now deducts tax at the standard rate from all 
dividends, but must notify the shareholder on the 
dividend counterfoil of the “‘ net U.K. rate ” suffered by 
. the company after taking the relief into account. 

_ The shareholder cannot obtain any repayment or 
relief from tax on such dividend at a higher rate than 
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the “net U.K. rate” so notified. Provision is made, 
however, for the company to pass on arrears of relief. 
If the recipient of a dividend pays out of it any 
annual payment, he can be assessed under General 
—s on the excess of the standard rate over the net 
rate. 


Death Duties 

Section 54 enables legislative force to be given by 
Orders in Council to the agreements for relief from 
double estate duty. The agreement with the U.S.A. 
will apply to the estates of persons dying on or after 
the date of the exchange of ratifications; that with 
Canada from the date when all necessary formalitics 
have been completed in both Canada and the U.K. ; 
and also (in both instances) to the estate of any person 
who died after December 31, 1944, but before the above 
date, where the personal representatives so elect. 


Double Tax Agreement with Canada’ 


Two agreements between Canada and the United 
Kingdom were signed on June 5, 1946, to become 
effective on the exchange of documents of ratification 
and to be retrospective to January 1, 1946 (April 5, 
1946, for U.K. Income Tax, and April 5, 1945, for U.K. 
sur-tax). 

One agreement deals with taxes on income, the other 
with taxes on inheritances. This note deals only with 
the former agreement. 

The agreement follows in broad lines the same prin- 
ciples as the agreement between the United States and 
the United Kingdom, namely : 


1. The income of a person who is resident in one 

country and not in the other is classified into : 

(a) Income which is deemed to arise and therefore 
to be taxable only in the country where the tax- 
payer resides. 

(b) Income which is deemed to arise in the other 
country and to be taxable there. In that case 
the tax subsequently levied in the country where 
the taxpayer resides is to be reduced by reference 
to the tax paid in the country of origin. 

2. The first class of income in the éase of Canada 

covers : 

(a) Industrial and commercial profits earned by trading 
with the other country without having a per- 
manent establishment there. An agent who does 
not carry stocks or have power to conclude con- 
tracts is not a permanent establishment. A pure 
buying office is not deemed to earn any income. 

(6) Profits from operating ships and aircraft and the 
earnings of crews of such ships and aircraft. 

(c) Royalties for the use of literary and artistic copy- 

ights. 


(d) Earnings of visitors who do not stay over six 
months. 


* A memorandum 
of Commerce and reproduced with kind permission. 


by the International Chamber | 


(e) Pensions arising from civilian employment. 
3. The second class of income covers the following 
sources which are taxable in the country of origin. 

(a) Industrial and commercial profits earned by means 
of a permanent establishment. 

(6) Dividends, interest, royalties (except literary 
royalties), rents and management charges. 

(c) State salaries and pensions. 


4. The amount of industrial and commercial profits 
deemed to be earned in the country of origin is the sum 
which would be earned by the permanent establishment 
if it were dealing at arm’s length with its principal. 
Similarly the earnings of a subsidiary company may be 
corrected so as to put them on the same basis, if they 
have been computed on another basis. 


5. The tax leviable on income derived from Canada 
(except earned income) without having a place of busi- 
ness there is limited to 15 per cent. (This covers items 
under 3 (b) above, except that dividends from a Canadian 
subsidiary which is fully owned by a resident in the 
U.K. are exempt). This type of income arising in the 
United Kingdom to a Canadian resident will for the 
greater part be taxed at the source in the United 
Kingdom. 


6. There is provision for exchange of information for 
the purpose of carrying out the agreement, but: no 
provision for assistance in collecting taxes. 


7. The agreement may be extended by nomination of 


_ either party to territories which are colonies or pro- 


tectorates or governed under mandate from the United 
Nations. 

There are, however, important divergencies in detail 
from the provisions of the United States/United King- 
dom agreement. A list of these is appended. 

A list is also given below of improvements on the 
United States/United Kingdom agreement and of 
matters which were pressed by the International Chamber 
of Commerce, but have not been adopted. 


Differences between Canada/U.K. and U.S./U.K. Treaties 


CANADA 


II 
(a) Person includes any body corporate. 


(f) Resident of U.K. means a person resident in U.K. 
and not in Canada. 


US. 
II 
(d) U.S. corporation is body created ‘silial U.S. law. 
(e) U.K. corporation is body created under U.K. law. 
(g) Resident of U.K. means a m resident in U.K. 


and not in U.S. (except U.S. citizen or U.S. cor- 
poration). A corporation is resident if its business 
is managed and controlled in U.K.; therefore, a 
U.S. corporation can be resident in U.K. 
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(1) A subsidiary which is resident is not a permanent 
establishment. 


(2) Industrial or commercial profit does not include _ 
dividends, interest, rents or royalties, management 
charges or remuneration. 


No counterpart. 


A permanent establishment i is taxable on so much of 
the industrial and commercial guetinat as is attributable 
to it. 


No counterpart. 


(5) Where U.K. resident company derives income 
from Canada, Canada will not h dividend tax 
on dividends paid to persons nbOt resident in 
Canada nor tax undistributed profits. Idem for 
Canadian resident company — income from 
U.K. 


Exemption for profits from operating ships or air- 
craft. 


Canadian tax on income derived from Canada by a 
U.K. resident not in business in Canada (except 
earned income) will not exceed 15 per cent. 
Dividends by wholly owned Canadian subsidiary of 
U.K. resident exempt unless more than 25 per cent. 
of subsidiary’s income is derived from interest and 
dividends from non-subsidiaries. 


No counterpart. 


No coun 
(Under Canadian law interest is deductible from the 
fits of the payer and subject to withholding tax. 

Therefore this type of income liable under Art. VI 
at 15 per cent. nder U.K. law tax is deductible at 
source from annual interest.) 

Royalties for copyright of literary, dramatic, musical 
or artistic work exempt from the origin tax. (All 
other royalties including film rentals are subject to 
withholding tax 15 per cent., under Art. VI. Under 
U.K; law royalties proper are taxed at source. Film 
rentals are treated as business income.) 


No counterpart. 

(Under Canadian law such royalties and rentals are 
deductible from income of payer and subject to with- 
holding tax ) 

(Under U.K. law such royalties are subject to taxation 
at source.) 


State salaries exempt from residence tax unless re- — 
cipient is ordinarily resident in the other territory for — 


urposes other than rendering State services. 
State pension exempt from residence tax if the prior 
employment was or would have been exempt. 


Canadian minimum E.P.T. to be treated as income ~ 


tax for the purposes of the U.K. foreign tax credit. 
U.K. N.D.C. to be treated as income tax for Canadian 
foreign tax credit. 

Services in ships and aircraft deemed to be rendered 
in the territory of the residence of the person operating 
them. 

No counterpart. 


US. 
(4) Resident of U.S. means any individual resident in 
U.S. and not in U.K. and US. ration or 
partnership which is not resident in -K. 


(1) A subsidiary which is formed uhder the laws of or 
is engaged in business in the other territory is not 
= permiiibent extaltchment. 


No counterpart. 


(2) For purpose of Arts. VI, VII, IX, and XIV a 
resident of U.K. is not to be deemed to be engaged 
in business in U.S. unless he has a permanent 
establishment there. 

(1) A permanent establishment is taxable on the entire 
income from services in the U.S. (i.e. including 
profits other than industrial and 

rofits). 
(2) ot in reverse for permanent establishment in 


(3) Protits attributed to a t establishment 
shall subject to the law of the other contracting party 
be deemed to be income from sources within the 
territory. 

Art. XV. Dividends of U.K. corporation exempt 

except where recipient is citizen of or resident in U.S. 

or is a U.S. corporation. 

Art. XVI. U.K. ration exempt from tax on 

undistributed profit if U.K. residents control more 

than 50 per cent. of voting capital. 


Ships documented or aircraft registered under the laws 
of the territory. 

U.S. tax on dividends derived by a U.K. resident not 
in business in U.S. will not exceed 15 per cent. 
Dividends by 95 per cent. controlled U.S. subsidiary 
to U.K, resident liable at 5 per cent. unless more than 
25 per cent. of subsidiary’s income is derived from 
interest and dividends‘from non-su 


This Article may be denounced at one weee'e notice 
without prejudice to the rest of the treaty. 

Interest on any form of debt derived by a U.K. resi- 
dent not in business in U.S. exempt from U.S. tax 
except interest paid by a subsidiary to a U.K. cor- 
poration controlling more than 50 per cent. of the 
Same in reverse. 

Royalties for copyrights, patents, designs, secret 
processes = formule, trade marks and other like 
property, from origin tax. Rentals for 
motion eee films included. 


Royalties for extraction of natural resources and 
rentals from land are liable at 15 percent. Recipient 
may elect to be treated as if engaged in business. 


Salaries and pensions paid by U.S. to individual (other 
than British subject) exempt from U.K. tax. Ditto 

by U.K. to individual wanes than U.S. citizen) 
exempt ine U.S. tax. 
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No counterpart. 
No counterpart. 
No counterpart. 
U.S. a of U.K. dividend may be deemed to 
have paid the U.K. tax if he elects to add the tax to 
> his income for U.S. tax. 
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CaNaDa U.S. i 
No counterpart. XIV U.K. resident exempt from U.S. tax on capital gains. 
No counterpart/ XVII Settlement of arrears for years before 1936. 
’ a of Arts. XV and XVI to arrears after 
1935. ! 
No counterpart. XXI National treatment assured for all taxes. 
XVI Commencing date. XXIII. : 
Canada 1.1.1946. ’ U.S. 1.1.1945. 
U.K. 5.4.1946 for I.T. U.K. 5.4.1945 for I.T. and E.P.T./N.D.C. 
5.4.1945 for S.T. 5.4.1944 for S.T. 
1.1.1946 for E.P.T./N.D.C. 
XVII Shipping and agency agreements superseded by this No counterpart. 


agreement. 
XVIII Terminable by notice on June 30 in any year after 
1947 with effect on following January 1 or April 5 
respectively. 


XXIV Terminable by notice on June 30 in any year after 
1946 with effect from following January 1 or April 5 
’ respectively. 


Points GAINED IN ADDITION TO THE U.S. TREATY 
PROVISIONS 

1. Canadian minimum E.P.T. is treated as an income 
tax for purpose of foreign tax relief in the U.K. 

2. Simplification of definition of “resident” by 
omission of reference to citizenship. 

3. Shipping and Aircraft. The profits exempted are 
not confined to profits derived from operating ships 
documented in or registered under the laws of the con- 
tracting parties. They include profits from operating 
ships and aircraft of other nationalities, so long as the 
operator is resident in either country. 


Points SUBMITTED BUT NOT ACHIEVED 

1. (a) The Provinces or Municipalities are not bound 
by the Agreement. The Municipalities now 
have freedom to impose taxes regardless of the 
Agreement. The Provinces will have similar 
freedom if they resume the power to levy taxes 
which they have temporarily surrendered to 
the Federal Government. 

(b) There is no limitation of the right of either party 
to levy taxes of a substantially different 
character, e.g. on capital, and therefore there 
is no provision for relief. 


2. (a) The ‘‘ dual” resident gets no relief. 
(b) Canada has adopted the U.K. criterion of resi- 


dence of a company as the place where its 
business is managed and controlled. 

3. There is no provision for determining the amount 
of the profits attributable to a permanent establishment 
beyond a power to consult (Art. XIV, 2). There is no 
safeguard to the taxpayer that the other party will 
accept the ruling of the first party on the amount of the 
profits attributable to a permanent establishment. 

4. Withholding tax. 

Interest, royalties (except copyright), rents, are all 
~subject to withholding tax in Canada and per contra 
subject to deduction at source in U.K. (except short 
interest). 

The definition of a subsidiary for exemption of divi- 
dends has not been widened. 

The definition of dividends in Canadian law is very 
much wider than U.K. law and it has not been narrowed. 
Reductions of capital and surpluses on liquidation will 
be liable to withholding tax in Canada but not taxed in 
the U.K. 

5. Employments.—There is no general declaration 
that remuneration for services should be deemed to 
arise where the services are performed. Temporary 
visitors are exempted, subject to a time limit which 
implies that they are liable at the place where they 
normally work. This exemption only applies if the 
normal place of work is at their place of residence and 
they are liable there. 


Taxation Notes 


The Bibby Decision 

With reference to our earlier note on the application 
of the Bibby case, we have been able to obtain further 
information and it appears that the Revenue are applying 
it : 

(a) To chargeable accounting periods for which the 

matter has not been settled ; and 

(b) As regards settled cases, at the taxpayer’s request 

to any chargeable accounting period, the liability 
for which has been settled since May 2, 1944 (the 
date of the Court of Appeal decision) but not 
otherwise. 

It is the Board’s view that the proviso to Paragraph 2 
of the 5th Schedule, Finance (No. 2) Act, 1945, clearly 
precludes any claim to relief for error or mistake on the 
ground of a later decision of the Court as to the basis on 
which liability should be computed, where the return or 
statement was made on the basis or in accordance with 
the practice generally prevailing at the time it was made. 

It appears therefore, that where assessments have 
not been finalised prior to May 2, 1944, either party may 
re-O on the Bibby grounds. It is unfortunate that 
the see fit to make further inequalities between 


taxpayers, as it would seem that if an assessment had 
been settled, the Crown would not seek to re-open it, 
but if an assessment was open on grounds entirely un- 
connected with the Bibby decision, the decision would 
be applied. . 
The Renewals Basis 

Another point has arisen on the Income Tax Act, 
1945, on which opinions differ, namely, the position 
where the renewals basis has been applied in the past. 
It has been suggested that Section 64 (1), read in con- 
junction with Section 16 (3) (b), would prevent any 
allowances being given under the 1945 Act where the 
replacement of the asset was charged on the renewals 
basis 


This view appears to us to be based on a misconception 
of the allowance made under the renewals basis. 
Hitherto, it has always been possible to switch over to 
the wear and tear allowance at the date of renewal, and 
we see no reason why the switch over to the initial 
allowance and wear and tear should not similarly be 
made. The allowance of the renewal is no more than 
the application of Rule 7 (Cases I and II); since no 
wear and tear has been allowed, the whole cost of the 
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old asset (less proceeds of sale) falls to be allowed as 
obsolescence, limited to the cost of the new asset where 
that is less. 

Under the new law, since no wear and tear has been 
allowed, the balancing allowance is the cost of the old 
asset less its proceeds of sale, and the new asset attracts 
allowances in the usual way. 


Industrial Buildings 

A point that requires emphasis where an industrial 
building changes hands is found.in Sub-sections (7) and 
(8) of Section 4 of the 1945 Act, dealing with the amount 
on which the purchaser can claim the annual allowance. 
This can best be described by an example. Suppose A 
erects a building at a cost (excluding land and other 
disallowable items) of £20,000. He owns it for 10 years, 
but for two of those years it is not used as an industrial 
building. He then sells it, while used as an industrial 
building, for (a) £16,000 or (6) £12,000. 


_ Capital expenditure... oa £20,000 
Initial allowance £2,000 
8 annual allowances of £400 ; 3,200 
2 Notional annual allowances 
for years of non-industrial 
-_— 6,000 
Residue of expenditure... £14,000 
(a) (6) 
Residue £14,000 £14,000 
Proceeds... 16,000 12,000 
Notional balance... --- +2,000 —2,000 
Balancing charge, 8/10ths ... 1,600 
Balancing allowance, 8/10ths... pated ,600* 


*The Finance Bill contains an amendment designed te to en- 
sure that on a sale the vendor is not in a worse position than 
if he retained the asset, but this does not appear to affect the 
purchaser. 

In case (a), by Sub-section (8) the amount on which 
the balancing charge is made, i.e. £1,600 must be added 
to the residue of the expenditure immediately before 
the sale, giving a figure of £15,600 on which the pur- 
chaser is entitled to an annual allowance for the residue 
of 50 years from the first user of the building, i.e. 1/40th 
of £15,600, or £390 a year (not, it will be noted, 1/40th 
of the cost to him). (Section 2 (2)). 

In (0), however, by Sub-section 7 of Section 4, there 
has to be written off the excess of the residue before 
sale over the net proceeds, i.e. £2,000, so that the 
purchaser is entitled to an annual allowance of 1/40th 


of £14,000, or £350 a year. 
Sur-Tax 


With the increase in the sur-tax rates, it is opportune - 


to recall that Section 26 of the Finance Act, 1930, 
provides that the amount of sur-tax payable in respect 
of the income of an individual for the year of assessment 
in which he dies is not to exceed the amount of sur-tax 


ACCOUNTANCY _ " 255 


po carelgin 9 can jor =n naam aeaimalemed 
previous year had continued. 
Underwriters and E.P.T. Refunds 

The Committee of Lloyd’s have circulated to members 
a letter pointing out the conditions, etc., attaching to 
E.P.T. post-war refunds, viz. : 

(1) Immediate deduction of income tax at 9s. in the /: 

(2) The refund is treated as the highest part of the 
individual’s income for sur-tax. 

(3) An undertaking is required that net refunds 
will be used solely for developing or re-equipping 
the business. 

(4) The refund is recoverable by the Crown on breach 
of the undertaking. 

The Clerk states in the letter that the position regard- 
ing sur-tax has been explored, but it has not been found 
possible to obtain any relief. (This we do not under- 
stand, unless the recipients are in any case liable at the 
highest rate, as there is the option of having the refund 
related back to the years in respect of which the relevant 
E.P.T. was payable.) ‘ 

Provisional repayment is being made up to December 
31, 1942; the net refunds for 1943 may, if the under- 
writers so desire, be dealt with by way of deduction 
from the E.P.T. assessments on the 1943 underwriting 
accounts. (It must be borne in mind that the profits 
cannot be ascertained till the account is closed, that is, 
after a three years’ ey 

It is pointed out ; 

(1) An underwriter who carries on a private business 
as well can specify that the refund shall be used 
in either or both businesses. The Committee 


. = the proportionate allocation. 
(2) 


the case of an underwriter who has no private 

business, the Committee suggest that the refund 
can only be paid into the Underwriting Reserve 
Fund ; if he underwrites through more than one 
agency, the Committee are of the opinion that 
the refund ought to be apportioned pro rata 
between the accounts. 

They suggest that as regards Sur-tax : 

(a) The liability should be discharged out of the 
re paid into the Underwriter’s Reserve Fund ; 


(b) The refund should be kept in a separate account 
till the net amount (after sur-tax) is known, and 
then paid into the Reserve ; or 

(c) The estimated sur-tax should be kept out of the 
Reserve, the balance being paid into it. 

If the refund has been apportioned, the sur-tax should 

be similarly apportioned. 

Refunds should not be mixed with General Under- 
writing Reserves, but kept separate and separately 
invested. 

The letter concludes with a recommendation that 
names should be advised of the position. 

(The letter should be compared with the recommenda- 
tions of the Institute of Chartered Accountants on the 
question of refunds given on page 246 of this issue.] 


Recent Tax Cases’ 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


E.P.T.—Avoidance— Main benefit’’—F.A., 1944, Sec- 
tion 33. 

The judgment in Marshal Castings, Lid. v. C.I.R. 
(K.B.D., April 12, 1946) contains some very valuable 


rulings on the “main benefit’’ provisions of F.A., 


. 1944, Section 33. The company had issued shares to 


certain employees, appointed them directors, and 


claimed them as working proprietors. The Commis- 
sioners of Inland Revenue, under the power contained 
in F.A., 1941, Section 35, directed that the E-P.T. 
should be computed as if these individuals were not 
working proprietors, on the ground that,since the main 
benefit which might have been expected’ to accrue from 
the, iene of: theisheres ‘was the, aetunteon, of H.P.E.. 
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that must be assumed (by virtue of F.A., 1944, Section 
33) to have been its main purpose. The Special Com- 
missioners upheld this direction; their decision was 
based on two points. First, they held that in considering 
whether any benefits might be expected to accrue from 
the transaction which could be weighed against the 
benefit of the increased standard, they were entitled 
to take into consideration benefits to the company only, 
and were precluded from considering benefits, not to 
the company, but to the individuals concerned. . Second, 
they took into consideration benefits accruing to the 
company from, the share transactions only, and not 
benefits accruing from the appointment of the individuals 
as directors. ' 

The Court held that the Special Commissioners were 
right on both points; the only benefits which can be 
considered are benefits to the company, and benefits to 
individuals can only be considered insofar as they are 
likely to advantage the company ; furthermore, the only 
benefits which can be considered are those accruing 
from the transaction which is being challenged. In this 
case the transactions challenged were the share trans- 
actions, and rot the appointments of directors ; it was, 
no doubt, true that the appointments were closely 
linked to the share transactions, but the Judge clearly 
laid it down that although the Commissioners would 
not have been precluded from treating it as one trans- 
action, they were justified in not doing so ; it is for them 
to say what is the transaction which they challenge, 
providing they do not split up artificially what is really 
one integral transaction. Accordingly, the Special 
Commissioners were right in finding, as a fact, that any 


benefits accruing from the appointments did not accrue 


from the share transactions. 
The decision confirms what, it is believed, has been 
the practice of the Special Commissioners in dealing with 


such cases, and should be of assistance in advising tax- _ 


payers whether to prosecute appeals against Section 35 
directions. 


Income Tax—Estate development company—Compensa- 
tion received under Restriction of Ribbon Development 
Act, 1935—Whether capital or income receipt—If income 
receipt, when to be included in accounts. 

Johnson v. W. S. Try, Lid., was noted in our issue of 
February, 1946. The General Commissionérs had held 
that the compensation was a capital and not a trading 
receipt. This finding had been reversed by Macnaghten, 
J., whose judgment has now been affirmed unanimously 
by the Court of Appeal (C.A., February 28, 1946, T.R. 
13). The Master of the Rolls gave the only judgment 
—a very long one which he himself declared to be “‘ far 
too long.” 

In the lower Court, Macnaghten, J., had declined to 
allow the company to raise for the first time the question 
as to the appropriate year of assessment although the 
stated case indicated that the General Commissioners 
who had decided in favour of the company were conscious 
that there might be such a question. In the Court of 
Appeal this was the only question argued, and the Court 
held that it could. not agree with the action of 
Macnaghten, J. Lord Greene dealt with the three 
possible dates to which the amounts in question could 
be related, the dates in 1936 and 1938 when consent to 
the proposed works was refused by the County Council, 
1938, when the claim to compensation was lodged, and, 
lastly, 1940, when a written agreement was entered into 
between the company and the Council whereby the 
latter acquired the land in question for £5,350, of which 
£4,800 was stated to be in full settlement of the claim 
to compensation. (There was no question but that the 
£550 balance was attributable to 1940.) He said that 
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1940 was the year to which the £4,800 was attributable 
because it was then and not before that the compensa- 
tion became payable. He rejected a claim that the 
written agreement had been preceded by a previous 
agreement to pay compensation entered into between 
the district valuer and the company’s solicitor subject 
to the sanction of the highway authority. In- the 
middle part of his judgment he drew attention to the 
fact that no time limit was imposed for compensation 
claims under the Act and said it was quite possible that 
the restrictions upon user of the land might not affect 


its value until years afterwards. Consequently, it was ° 


quite impossible to relate the payment to the date of 
refusal. (The force of this argument is not apparent 
to the present writer if in the case under review, as a 
matter of fact, refusal and loss of value synchronised.) 

Permission was given to appeal to the Lords and it 
is to be hoped that this will be done. An important 
principle is involved which would seem to be of wide 
application. 


Sur-iax—Bequest of share in goodwill of partnership 
business carrying share in profits—Payments of share in 
arrear—Whether amounts unpaid due by partners as 
trustees or owed by them as debtors. 


In C.I.R. v. Harris Lebus’ Exors. (C.A., February 22, 
1946, T.R. 5), the Court of Appeal unanimously affirmed 
the decision of Macnaghten, J., noted in our November, 
1945, issue. 

Under the will, the deceased’s trustees had to pay 
to Mrs, Lebus one fourth part or share of the profits 
arising from one fourth part of the goodwill of the 
business—an unusual form of bequest. Owing to the 
firm’s financial position, the amount due to Mrs. Lebus 
became a very large sum. The Revenue claimed that, 
although not paid to her, the share to which she was 
entitled was her income irrespective of receipt, in the 
same way that the undrawn profits of a partnership 
were income of the partners, and that, here, the partners 
were her trustees for the amount due, The Special 
Commissioners and Macnaghten, J., had decided in 
Mrs. Lebus’ favour; and their finding was upheld by 
a unanimous Court of Appeal. 

The Master of the Rolls declared that “‘ there was all 


- the difference in the world” between Mrs. Lebus’ 


position and that of a partner. The assets of the part- 
nership did not belong to her and she had not realised 
a profit unless and until the profit was paid to her. The 
only trust under the will, if any, was a trust to pay to 
the trustees for her one quarter of the profits, if any. 
And how could she be said to have received any income 
if the partners defaulted ? Upon behalf of Mrs. Lebus, 
he said reliance was rightly placed upon Dewar v. C.I.R. 
(1935, 2 K.B. 351, 19 T.C. 561), and the Shaftesbury 
Homes and Arethusa Training Ship case (1922, 2 K.B. 
729, 8 T.C. 367). In the latter case, the trustees of the 
will carried on the business and the trustees of the 
charity received the profits less tax. Here, Mrs. Lebus, 
when receiving her share of profits, was receiving 
an annual sum from those carrying on the business and 


_ he agreed with counsel that Rule 19 applied and that 


the partners when making payment would be entitled 
to deduct tax from the sums payable. 

Somervell, L.J., pointed out that the statement in 
the case that there had never been any arrangement 
that Mrs. Lebus should leave money with the firm on 
loan precluded the suggestion that she had had disposal 
of the money due toher. He agreed that the Shaftesbury 
Homes case applied and that the position was of the 
same nature as that in Dewar’s case, namely that no 
sur-tax assessment was made until there was actual 
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payment. He held that it was better to have readjust- 
ments of an earlier assessment than to pay sur-tax on 
a sum of money which Mrs. Lebus had tried to but had 
been unable to get. : 

Cohen, L.J., in a short concurring judgment, pointed 
out, inter alia, that it would be strange if the partners 
would be trustees or not according to whether the 
business was carried on at a profit or a loss. 

Although the decision accords with commonsense, the 
principle established may not be without its complica- 
tions if and when payment is made at one time of 
several years’ arrears. In this connection, reference 
may be made to the note on In re Sebright (Ch. Div., 
March 30, 1944, T.R. 243) in our issue of January, 1945. 


E.P.T,—Avoidance or veduction of liability—One com- 
pany acquiring shares in another—Whether main benefit 
expectant was avoidance or reduction of liability to tax 
—F. A., 1940, Section 28 (1) —F. A., 1944, Section 33. 

Crown Bedding Co., Lid., and South Wales Flock 
Co., Lid., was noted in our March, 1946, issue. The 
Special Commissioners’ decision against the companies 
had been affirmed by hten, J., and a unanimous 
Court of Appeal agreed therewith (C.A., March 6, 1946, 
T.R. 33). . 

The Master of the Rolls said it was argued that 
under the section it was not open to the Special 
Commissioners to find a main benefit where avoidance 
or reduction of tax was not a probability but only 
a possibility, and that there must be expectation 
of a benefit in the sense that a reasonable man 
would think it likely to accrue. He held that 
this was far too narrow a construction. Probability 
and possibility resembled a scale with certainty at the 
top and extreme improbability at the bottom. If the 
Special Commissioners came to the conclusion that to 
the mind of a reasonable man the benefit was too remote 
and unlikely for consideration they would naturally 
put it out of consideration. Moving up the scale, there 
was a wide area within which they were entitled to 
form a conclusive opinion as judges of fact and degree. 
This they had done in the case. He dismissed the 
contention that the main benefit was the getting rid of 
minority shareholders. Somervell, L.J., said that 
Counsel’s argument would introduce into the section a 
division between probabilities and possibilities which 
would be eutriinly difficult to apply and for which 
there were no words in the section. 

In view of the newness of the section and the number 
of cases involved leave was given to appeal to the 
Lords. As regards this, it must be recognised that if 
certainties, probabilities, and possibilities of widely 
varying size have to be weighed against each other in 
order to determine ‘ main benefit,” as not infrequently 
happens now, the task cannot be an easy one; and it 


is hard to see how it can be other than a question of © 


fact for the Commissioners. 


Settlement income—Covenant irrevocable for less than six 
years—Subsequent deed made whilst first deed irrevocable 
extending irrevocability—Whether subsequent deed effective 
in extending period of restriction so as to comply with 
proviso to Section 38 (1) of F. A.,; 1938. 

Taylor v. C.I.R. was noted in our September, 1945, 
issue. The Special Commissioners and Macnaghten, J., 
had: found against the settlor and the Court of Appeal 
affirmed this unanimously (C.A., March 8, 1946, T.R. 
45). Cohen, L. J., gave the only judgment. He held 
that the original and the subsequent deed created a new 
settlement. The principle underlying the decision will 


settlements. . ‘ 
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Schedule E—Remuneration of director—Voted and paid 
after end of accounting period and after year of assessment 
—Whether assessable in year of assessment— 
Income Tax Act, 1918, Schedule E, Rules 1, 5. 

In Dracup v. Radcliffe (K.B.D., March 11, 1946, T.R. 
49) the point at issue was one which had it been finally 
decided in favour of the appellant would have necessi- 
tated legislation. Stripped of all but essentials, she 
claimed that of the remuneration she received in t 
of services as director for the year ended June 30, 1943, 
only voted on July 28, 1943, no part was assessable for 
the income tax year 1942-43, whereas the Crown con- 
tended that she had been correctly charged for that 
year in respect of three-quarters of the remuneration. 
The Special Commissioners had decided in favour of 
the Crown, and hten, J., affirmed their decision. 
He held that Rule 5 of Schedule E made a plain case 
plainer and mentioned that there was clear but not 
binding authority in the Irish case of M‘Keown v. Roe 
(1928, I 1.R. 195), whilst the only reference in support 
of the appellant’s claim was part of a sentence in the 
judgment of Lawrence, J., in Wales v. Tilley (1943, 
A.C, 386, 25 T.C. 136). 


Schedule E—Service agreement in May, 1940, to act as 
works manager for 5 years—Cancellation agreement before 
end of first year whereby appointment terminated forthwith 
but remuneration under service agreement to be paid for 
year to December, 1941—Provision for assistance during 
transition pertod—Whether remuneration after termination 
of employment assessable. 

Hofman v. Wadman (K.8.D., March 13, 1946, T.R. 
53) involved the point set out in the heading. Mac- 
naghten, J., in deciding against the appellant held that 
the stipulation as to services during the transfer of 
management was immaterial and that he was liable to 
assessment to tax under Schedule E in respect of all 
the payments-made to him pursuant to the May, 1940, 

ment. Appellant had actually been paid in 
March, 1941, a lump sum which in strictness was only 
payable during the course of that year; and it was 
said on his behalf that the amounts paid to him should 
be regarded as either in the nature of damages or as 
a lump sum in consideration of the cancellation. 
The case is another illustration of the need for skilled 


. advice in framing cancellation agreements. The parties 


had, as it were, stated the appellant out of Court. 


Sohedule D, Case VI—Annual profits or gains—Acquisi- 
tion by appellant of exclusive rights to dramatise novel— 
Copyright in novel retained by author—Film rights 
assi, in 1939 for 10 years for sum of which one-third 
paid to appellant—Whether income or capital. 

The case of Nethersole v. Withers was noted in our 
issue of March last. In the Court of Appeal (C.A., 
March 29, 1946, T.R. 93), the judgment of Macnaghten, 

., in favour of the Crown was unanimously reversed. 

ve was given to appeal to the House of Lords upon 

the Crown’s undertaking to bear the costs as between 
solicitor and client. 

The Special Commissioners had held that the sum 
received by appellant under the 1939 agreement was . 
“of a revenue nature being paid to her and received 


by her on account of royalties,’ and it was argued that 


this was a non-appealable finding of fact. The Master 
of the Rolls, giving the judgment of the Court, quoted 
the definition of “royalty” in the Shorter Oxford 
Dictionary, and held that the said finding was a mere 
assertion which begged the whole question. He then 
proceeded to make a critical examination of the whole 
subject, which is one in which “‘a hair perchance divides 
the False and True,”’ and his final conclusion was : 
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““So here Miss Nethersole was being paid for (among 
other things) the right to cut her play to pieces and com- 
bine with other stories, a right which (whether 
it should be exercised or not) amounted to a right to 
diminish the value of the copyright in the play.” 

The case will in all probability go to the Lords, and 
considerations of space preclude justice being done to 

Lord Greene’s judgment. 


Income Tax—Mutual insurance association—Surpluses 
arising from transactions with members—Complete iden- 
tity between contributors and participants, members being 
the only contributors and the only participants—Whether 
surpluses taxable profits—F.A., 1933, Section 31. 

C.I.R. v. Ayrshire Employers’ Mutual Association, 
Lid., was noted in our issue of January, 1945. In the 
Court of Session it had been held unanimously that the 
provisions of Section 31 of F.A., 1933, whereby profits 
or gains chargeable under Case I of Schedule D: 

*‘ shall be deemed to include a reference to a profit 
or surplus arising from the transactions of the com- 
pany or society with its members,” 

but continues : 

“‘ which would be included in profits or gains for 
the purposes of that provision or rule if those trans- 
actions were with non-members,”’ 

failed of their object in that where mutuality exists 
there is no profit taxable, irrespective of whether there 
is membership or not. 

The House of Lords (H. of L., March 29, 1946, T.R. 
101) has unanimously approved "the Scottish decision ; 
and it remains to be seen whether the present Govern- 
ment will introduce fresh legislation upon the subject 
despite the political perils this would involve. 


Schedule D, Case I—Statutory water board—Supply of 
water within limited area—Statutory rights to sell water 
within defined areas subject to statutory conditions— 
Power given to issue precepts to two local authorities in 
order to meet estimated deficiencies of revenue—Local 
authorities to levy rates to meet precepits—(1) Respondent 
water board obliged to take water from another water board 
with similar right to issue precepts to meet estimated 
deficiencies—Payments by respondent in compliance 
with precepts—W hether payments admissible as a deduction 
in computing respondent's profits—(2) Whether sums 
received by respondent water board under its own precepts 
trade receipts. 

Pontypridd and Rhondda Joint Water Board v. Ostime 
was noted in our issues of April, 1944, and January, 
1945. The General Commissioners and Macnaghten, 
J., had found in favour of the water board upon both 
points; but the Court of Appeal whilst agreeing 
as to the right to deduct in the case of the first 
point had unanimously decided that the sums received 
by the water board in response to its own precepts were 
includible as trade receipts. In the House of Lords 
(H. of L., March 29, 1946, T.R. 107) the Crown did not 
raise any objection in respect of the first point; but 
their lordships unanimously confirmed the decision of 
the Court of Appeal upon the second point. The 
grounds of decision can be put very briefly. The 
discussion, for the most part, ranged round the two 
Glasgow Waterworks cases (1875, 1 T.C. 28, and 1886, 
2 T.C. 131), and it was found that the present case was 
not one where, in the words of-Lord Simon : 

“‘ The undertaker is a rating authority, and the subsidy 
is the proceeds of the rates imposed by it or comes from 

a fund belonging to the authority, the identity of the 

source with the recipient prevents any question of profits 

arising. 

The leading judgment was given by Lord Thankerton, 
who gave a critical examination of the case law upon 
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the subject. In effect, exemption depends upon ‘the 
mutuality principle. When noting the decheinn of of the 
Court of Appeal, the present writer suggested that the 
whole question of the taxation of such “ profits "’ should 
be examined from the standpoint of public interest. 
Section 21 of Finance (No. 2) Act, 1945, was an important 
step in the right direction but was only taken after legal 
ingenuity in the South Shields case had “‘ turned ”’ the 
Revenue position upon Rule 21. A broader outlook 
than the technical one, which is at present unavoidable, 
would seem to be desirable. 


Letters to the Editor 


Taxation Notes—Husband and Wife 


Dear Sir,—It is good to see this “‘ hardy annual ” 
flowering again. It is to be hoped that constant refer- 
ence will be eventually effective in working a change. 
The present position seems strangely unjustifiable. 

As you indicated in your taxation notes in July (page 
231) a couple living together as man and wife, as against 
a single man and woman, have to pay additional tax to 
the extent of £175 and this seems plainly against public 
policy. 

Irrespective of this, the ‘‘incentive’’ principle is 
prejudiced. Assume that by dint of hard work and 
overtime, each of the married parties increases the re- 
spective incomes by £500, a further amount of no less 
than £625 is taken by the Revenue, leaving £375 only 
as a reward for industry. If the parties were single 
£450 only would be taken py the Revenue. / 

It seems that in this event, a “ friendly ’’ separation 
would be attractive to the economically minded. 


ELGEM. 
London. 
July 17, 1946. 


i 


Society’s Extraordinary General Meeting 


Dear Sir,—I should like to draw your attention to 
the report of the Extraordi General Meeting of the 
Society held on June 4. The remarks made’ by me are 
incorrectly reported on page 228. What I actually said 
was that prior to 1921 an unregistered dentist could not 
describe himself as a ‘‘ Dentist ’’ or ‘‘ Dental Surgeon.”’ 
Unregistered persons therefore evaded the Dentists’ 
Acts by putting on their plates ‘“‘ Dental Surgery.” 

The point is that these unregistered dentists avoided 
using the titles used by qualified dentists but used others 
closely resembling them. I well remember many 
unqualified dentists who exhibited plates bearing such 
words as “‘ Dental Surgery ”’ and “ Dentistry.” 

Yours faithfully, 
REGINALD Davis, F.S.A.A. 
Swindon, Wilts. 
July 15, 1946. 


Building Materials 


The Minister of Works has appointed a Committee, 
under the chairmanship of Sir Ernest Simon, to examine 
the organisation and methods of distribution of building 
materials and components with particular reference to 
cost and efficiency, and to make recommendations. 
Mr. R. E. Yeabsley, C.B.E., F.S.A.A., F.C.A., has been 


a oer a member of the Committee. 
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After the Loan , 

Despite the size of the final vote, the markets made 
no great response to the passing of the dollar loan. 
Particular groups like tobacco and newspaper shares at 
first improved, though it would seem that the investing 
public has overestimated the advantages, in terms of 
newspaper profits, of larger papers. The volume of 
business during the past month has continued on a 
very moderate scale, and the market has found no new 
rallying point. The Financial Times ordinary share 
index, which touched a high point of 129-3 on June 18, 
fluctuated during the month about 1} or 2 points below 
the top, and on July 15, immediately after the loan 
result, stood at 127-7. In dwindling markets the idex 
has fallen further to 124-8 on July 24. In gilt-edged, the 
feature has been the start of dealings in the new 2} per 
cent, Savings Bonds, after the closing of the tap. The 
bonds are dealt in ex the November interest payment, 
amounting to 15s. 4d. gross when dealings started at 993 ; 
the price quickly improved, and by the middle of the 
month had reached 100%. The gilt-edged market is 
anticipating with some interest the course of prices during 
the coming months of the tap holiday. Already, the signs 
of steady improvement are perceptible, but there is still 
some way to go before yields are restored to the levels 
which prevailed before the opening of the tap was 
announced in the middle of May. 


Flight from the Dollar ? 


During the past month, two countries have taken the 
unusual step of revaluing their currencies, and there are 
circumstantial reports that others may follow. Canada 
has brought her dollar into parity with the U.S. dollar 
after keeping it during most of the war at a 10 per cent. 
discount in terms of the U.S. dollar. Both dollars are 
thus at 4-03 to the 4. The Swedish krona has been 
revalued by 14 per cent., bringing the rate against the 
U.S. dollar from 4-20 to 3-60, and against sterling from 
16-92 to 14-50. These adjustments among the so-called 
“hard ” currencies (it is suggested in the market that 
changes in the Argentine peso and the Swiss franc may 
presently be added) spring from a common source. 
Canada and Sweden have both followed a policy of price 
stabilisation, and this has been threatened, since the 
withdrawal of the O.P.A. price ceilings, by the rapid 
rise in American prices. Both countries depend sub- 
stantially upon the United States for their imports, and 
the only defence against an undue rise in the price of 
the latter was to increase the value of their currencies 


against the dollar. To this extent, the recent moves 


can be construed as a mitigation of the overvaluation 
of the U.S. dollar which, on present price trends, must 
be reckoned as the weakest of the hard currency group. 
Re-valuation of currencies is not unknown—Sweden did 
precisely the same after the first World War—but it is 
sufficiently rare to attract attention. The consequence 
for Britain, other things being equal, will be to increase 
the sterling cost of imports from Canada (mainly wheat, 
timber and other materials) and from Sweden (timber, 
pulp and _ specialised engineering products). No 
exchange difficulty will arise in the case of Canada since 
the Canadian dollar loan to this country has not been 
utilised to any great extent as yet. But the Swedish 
revaluation will mean further difficulty in Anglo-Swedish 
trade, owing to the failure of British exports, at this 
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The Month in the City 


Placings and the Bonus Element 
The new “ memorandum of guidance ”’ issued by the 
Stock Exchange Council on the subject of placings should 
produce a great improvement in orderly dealings. It is 
the more welcome in view of the unfortunate revelations 
in the St. Helena placing last May. The Council has 
always been of opinion that, save under certain con- 
ditions, the marketing of existing securities is better 
conducted through public offer for sale than through 
a placing. Questions of cost ‘and size are naturally 
among the.conditions which the Council will take 
into consideration when a broker seeks permission 
to make a placing. If this is granted, the Council will 
require that a substantial number of shares shall be 
made available to the market at one price. Finally, the 
Council has introduced a temporary rule to make all 
applications for placed shares, in effect, firm appli- 
cations, and thus to eliminate “‘ stagging” as far as 
possible. These more stringent rules, coupled with the 
fact that, under the Control of Borrowing Act, offers for 
sale of existing securities may now go forward without 
seeking Treasury consent, should remove the worst 
abuses to which placings have been exposed during the 
past few years. Meanwhile, the Capital Issues Com- 
mittee in recent weeks have shown greater readiness to 
approve rights issues to shareholders containing an 
appreciable bonus element. Differences of view between 
company directors and the C.I.C. about the proper 
price for such issues have on earlier occasions reached 
open breach—for example, in the Johnson and Phillips 
case, when the directors abandoned their proposed issue 
on the ground that the C.I.C. demanded too high a 
price. In these days of low yields, directors are not to 
be blamed if they take a more cautious view about the 
proper value of their company’s shares than the C.I.C. 
For this reason, the latter’s change of attitude, after its 
rigid doctrine about the evils of bonus issues, is welcome. 


The Railways Oppose 

The main line railways’ directors are now well advanced 
with their programme of opposition to the government's 
nationalisation proposals. Their first step was to take a 
referendum of the stockholders—there are about a 
million of them—asking whether the stockholders 
approved or disapproved of their opposition to nationa- 
sation. The task of counting the votes is a heavy one, 
but the result must have been fairly clear even in advance. 
No hint was given in the directors’ circulars about the 
further steps which they would take if the stockholders 
supported them. But it has since been disclosed that 
they intend to press for a system of road-rail co-ordina- 
tion which has a spiritual affinity with the pre-war 
“Square Deal” proposals. The road-rail agreement 
insists that the “‘C”’ licence of the individual trader 
must not be touched, and that transport users should 
have an unfettered right to choose the best form of 
transport for their requirements. Road haulage would 
assume ‘‘ common carrier ”’ obligations (meaning, broad- 
ly, that traffic could not be refused), and the rates 
structures of th@two forms of transport would be “ cor- 
related ’’ and subject to examination by a Rates Tribunal. 
The exact consequences of the agreement are by no 
means easy to assess from its clauses, which at several 
points require further amplification. The agreement has 
gone forward to the Minister of Transport, who has so 
far not pronounced upon it. 
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Associated Portland Cement 
Associated Portland Cement Manufacturers has joined 


the ranks of the many important companies which, in. 


response to professional recommendations and the views 
of the Cohen Committee, are now submitting consoli- 
dated accounts. In this instance investments in sub- 
sidiaries account for {2,793,118 of an assets total of 
£14,548,481, and the group balance sheet combines the 
assets and liabilities of the parent with those of fourteen 
subsidiaries at home (including, notably, British Port- 
land Cement and Alpha Cement) and of four subsidiaries 
abroad, the names of these concerns being listed. An 
interesting feature is that the current assets of the group, 


' which include {9,117,575 in cash, tax reserve certificates 


and Government securities, are brought to a total of 
£14,597,800 which is then reduced to /9,930,840 by 
deducting current liabilities of £4,666,960. This balance 
is described as working capital, and the detailed nature 
of the statement is specially helpful in view of the 
intimation that plans for new works and extensions of 
existing works will involve an expenditure of more than 
£7 million. The existing fixed assets are brought in at 
£9,306,633, but the amount of the accumulated deprecia- 
tion deducted down to December 31, 1942, is not shown. 
Since the date mentioned depreciation has been taken 


’ care of through transfers to a depreciation and depletion 


reserve shown, among reserves and undistributed profits 
of £5,907,638, at £2,607,062. The consolidated profit 
and loss account indicates that the net profit of £294,522 
recorded by the parent company has been struck after 
transferring £106,500 from contingencies reserve on the 
one hand, and, on the other, adding £36,615 to general 
reserve and leaving £59,034 of the year’s profits undis- 
tributed with the subsidiaries. 


General Electric 

The General Electric report claims that the balance 
sheet is this time issued in a form which brings it into 
line with modern practice. But the greatest single step 
towards conformity with the highest professional 
standards is not taken, for although there are interests 
of £5,051,722 in subsidiaries no consolidated accounts 
are submitted. In the profit and loss account dividend 
receipts from subsidiaries and general investment income 
are bulked with trading profit, the omnibus figure being 
determined after undisclosed provisions for E.P.T. and 
contingencies. The balance sheet has a detailed state- 
ment of current liabilities, but no distinction is drawn 
between the provision for legal tax liability accrued to 


_ date and the reserve for future income tax, and another 


defect is that the contingencies reserve is lumped with 
trade and other creditors. Accumulated depreciation 
figures are not furnished, but the depreciation provided 
for 1945-46 is allocated between the various classes of 
fixed assets. This method has the merit of showing 
that it is the company’s practice to keep (a) portable 
plant, tools, patterns and works equipment and (b) 


fixtures and office equipment each standing at the . 


nominal value of {1 by writing off each year the full 
annual expenditure on these items, amounting on this 
occasion to {£89,254 and {£23,051 respectively. A 
schedule of trade investments accompanies the accounts, 
but it is restricted to giving the names of the under- 
takings in which interests are held, divided into manu- 
facturing, trading and supply companies, without the 
size or nature of the holdings being indicated. 


‘ 


Points from Published Accounts 


Incorporated Accountants’ Course 
Caius College, Cambridge, September, oe 


FRIDAY, SEPTEMBER 1 

2.30—6.0 p.m.—Office open for registration. 

8.30 p.m.—Opening Meeting. 

9.30 p.m.—Meetings of Groups. 

SATURDAY, SEPTEMBER 14: 

9.15 a.m.—Opening Address by the President (Mr. 
F. Woolley, J.P., F.S.A.A.). Group Discussion 
in Rooms. 

11.15 a.m. and 2.30 p.m. Lecture : “ Income Tax (1) 
and (II),” by Mr. A. Stuart Allen, F.S.A.A., 
and Mr. J. A. nang F.S.A.A., F.C.A. Group 
discussion in 

SUNDAY, SEPTEMBER 15: 
10.0 a.m.—Service in the College Chapel (by kind 
ission of the College). Preacher: The 
Rig ht Rev. The Lord Bishop of Sheffield, 
M.A., D.C.I. 

8.0 p. m.—-Informal discussion : “ The Outlook for 
British Industry,” led by Mr. Bertsam Nelson, 
J.P., F.S.A.A. 

Monpay, SEPTEMBER 16: 

9.15 a.m.—Lecture: ‘‘ Income Tax (III),”” by 
A. Stuart Allen, F.S.A.A., and Mr. 
Jackson, F.S.A.A., F.C.A. Group a 
in Rooms. 

11.15 a.m.—Lecture : ‘‘ Auditing and Professional 
Practice,” by Mr. W. L. Barrows, F-.C.A. 
Group discussion in Rooms. 

2.30 p.m.—Lecture: “Changes in Economic 
Thought.” Group discussion in Rooms. 

5.0 p.m.—Lecture: “ Accountancy and Manage- 
ment,” by Mr. C. Percy Barrowcliff, F.S.A.A. 
Group discussion in Rooms. 

TUESDAY, SEPTEMBER 17: 

9.15 a.m.—Lecture : “‘ E.P.T. (I), ” by Mr. H.A.R. J. 
Wilson, F.S.A.A., F.C.A. Group discussion in 
Rooms. 

11.15 a.m.—Lecture: “ E.P.T. (II) and N.D.C.,” 
by Mr. H. A. R. J. Wilson, F.S.A.A., F.C.A. 
Group discussion in Rooms. 

WEDNESDAY, SEPTEMBER 18: 
9.15 a.m.—Lecture: ‘Changes in Commercial 
e Law.”’ Group discussion in Rooms. 

11.15 a.m.—Lecture: Accounting Principles,’ by 
Mr. F. R. M. de Paula, O.B.E., F.C.A. Group 
discussion in Rooms. 

2.30 p.m.—Lecture: “ Costing,” by Mr. W. W. 
Bigg, F.S.A.A., F.C.A. Group discussion in 
Rooms. 

THURSDAY, SEPTEMBER 19: 

9.15 a.m.—Lecture : ‘‘ Form of Accounts,’’ by Mr. 
H. Basil Sheasby, A.S.A.A., A.C.A. Group 
discussion in Rooms. 

11.15 a.m.—Lecture: ‘‘ Executorship,” by Mr. 
Edward Baldry, F.S.A.A. Group discussion 
in Rooms. 

8.0 p.m.—Informal discussion : ‘“‘ Our Outlook for 
the Profession,”” by Members of the Course.- 

FRIDAY, SEPTEMBER 20: 

9.15 a.m.—Lecture: ‘‘ The Te of the Pro- 
fession,”” by Mr. Richard A. Witty, F.S.A.A. 
(Past President). 

10.0 a.m,—Lecture: “Company Law Amend- 
ment.”” Group discussion in Rooms. 

2.30 p.m.—Lecture : ‘‘ Relations with the Govern- 
ment,” by Mr. R. E. Yeabsley, C.B.E., F.S.A.A., 
F.C.A. Group discussion in Rooms. 

7.0 for 7.15 p.m.—Guest Night Dinner in Halt. 
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LAW 


COMPANY LAW 
Companies Act, 1929, Section 45—Purchase of Shares. 

In Victor Battery Co., Lid. v. Curry’s, Lid. (1946, 
1 All E.R. 519), Roxburgh, J., had to consider the appli- 
cation of Section 45 of the Companies Act, 1929, which 
is designed to prevent schemes whereby a company 
ae = by indirect .means purchase its own shares. J. 

had agreed to buy the whole of the issued share capital 
of V.B. Company from certain vendors for £15,000. He 
could only pay down £6,000, for which he received 40 
per cent. of the shares. To obtain the remaining 
£9,000 to enable him to purchase the remaining shares, 
J. entered into an agreement with C., Ltd., whereby 
that company lent J. £10,000. Most ‘of it was used, 
through the medium of two other companies with which 
J. was connected, in paying the vendors for those shares 
After the transfers had been executed, V B. Company 
issued a debenture for £10,000 to C., Ltd. The V.B. 
Company contended that the debenture was void be- 
cause it had been issued in contravention of Section 45 
of the Companies Act, 1929, which provides that it is 
unlawful for a company by means of the provision of 
security to give any financial assistance in connection 
with the purchase of shares in the company. Rox- 
burgh, J., held that, upon its true construction, Section 
45 did not invalidate or avoid the security to ‘which it 
referred. Therefore, the debenture was valid. He also 


- held that, assuming that the issue of the debenture was 
‘an illegal transaction by reason of the Section, V.B. 


Company could not maintain an action to be relieved 
thereof, because the object of the Section was not to 
protect but to punish a company providing security 
in contravention of the Section ; therefore, V.B. Com- 
pany did not come within the ambit of the legal maxim, 
“When both parties are equally in error, the defendant 


is in the stronger position.” 


EXECUTORSHIP LAW AND TRUSTS 

Soldier’s Will—Powers of Appointment. 

the war, there were a number of interesting 
decisions on the validity of informal wills by soldiers 
on active service. In Re Earl of Chichester’s Will Trusts 
(1946, 1 All E.R. 722), Evershed, J., held that a special 
power of appointment may be validly exercised by such 
a will under Section 11 of the Wills Act, 1837. Under 
his father’s will, Lord C. had special powers of appoint- 


‘ment exercisable by deed or will over certain portions, 


the powers being to jointure and raise portions. In 
January, 1944, when Lord C. was a soldier on active 
service, he gave oral instructions to a solicitor as to his 
will, At that time he had a wife and one daughter, and 
his wife was enceinte. A month later, Lord C. was 
killed in action. By virtue of Section 11 of the Wills 
Act, 1837, and the Wills (Soldiers and Sailors) Act, 
1918, the note made by the solicitor of Lord C.’s instruc- 
tions was admitted to probate as Lord C.’s last will. 
The note stated that Lord C. wished to create a jointure 
of £1,000 in favour of his wife. It also stated that 
Lord C. wished to provide for his daughter to the best 
of his ability, and that, whether there was a son or not, 
the residue was to be divided equally amongst his 
children. After Lord C.’s death a son was born. 
Evershed, J., held that upon the true construction 
of the Wills Act, 1837, the proviso contained in Section 
11, enabling soldiers in actual military service to make 
wills of their personal estate without compliance with 
Sections 9 and 10 of the Act, covered not only their own 
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Legal Notes 


absolute 


property, but personal property ¢ over 
which they had powers of appointment, whether special 
or general. Lord C.’s nuncupative will was, therefore, 


capable of exercising the special powers if its language 
was appropriate for that purpose. He also held that, 
upon the true construction of Lord C.’s nuncupative 
will, he had exercised the power to jointure, but had not 
exercised the power to raise portions. 


Testator’s Intention—Slip. 

The disposition of the Court to give effect to the 
testator’s intention, provided this can be construed 
from the will as a whole, and to ignore obvious slips or 
blunders in drafting, was illustrated in Re Lane’s Estate 
(1946, 1 All E.R. 735). The testator made his will in 
1913, and died in 1915. He made a gift to his sister of 
£2,000 “* for life use, to revert to the estate if she does 
not re-marry.” It was a home-made will. Rox- 
borough, J., was influenced by the fact that the testator, 
though he must have contemplated that at her death 
his sister might have some interest beyond her life— 
hence the words “‘ to revert to estate if she does not 
re-marry ’—had made no attempt to dispose in any 
other way of the beneficial interest in the legacy after 
his sister’s death. Some years after the testator’s 
death, the sister re-married. If she was to have some 
greater interest than a life interest, and the direction 
was merely that the £2,000 was to revert to the estate 
if she did not re-marry, it followed by necessary implica- 
tion that it was to be hers absolutely if she did re-marry. 
Therefore, in the event which had happened, the bene- 
ficiary was absolutely entitled to the £2,000. 


Will signed in duplicate—Words ‘‘ duty free’’ omitted 
from one copy. 

In Re Browne (1946, W.N. 115), Roxburgh, J., had to 
decide in the unusual circumstances of a testatrix’s will 
made and signed in duplicate. The will was duly proved 
and both copies were admitted to probate, marked 
“A” and “B” respectively. In copy ‘‘A” each of 
three legacies was given “‘ free of duty,”’ but those words 
were omitted from copy “ B.” The executors sought the 
decision of the Court whether the legacies were given 
free of, or subject to, legacy duty. Roxburgh, J., held 
that there was a good testamentary disposition giving 
the legacies duty free which had not been revoked. He 
declared, therefore, that the legacies were given free of 


legacy duty. 


Charity—Gift to Vicar ‘‘ to be used for his work in the 
parish ’’—Valid. 

In Re Simson (1946, W.N. 115), Romer, J., had before 
him the will of a testatrix which gave the residue to 
the Vicar of St. Luke’s Church, Ramsgate, “ to be used 
for his work in the parish.”” Romer, J., said the gift 
** for his work ’’ was welldefined. In his view, the money 
was to be used in the sense of the vicar’s work done in 
fulfilment of his work as vicar, sonar, S the cure of souls, 
for so long as he was in that particular parish. Such 
work was charitable, and the gift was a valid charitable 


gift. 


Wife’s funeral expenses—Executors cannot recover from 
husband 

Before modern legislation altered the legal status of 
married women, a husband was liable at common law 
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who voluntarily incurred and paid such mses was 
able to recover them from the husband, even though 
the husband had not requested the stranger to perform 
such duties. In Rees v. Hughes (1946, W.N. 121), on 
an appeal from Conway county court, the plaintiffs, 
Mr. and Mrs. Rees, claimed to recover from the defendant 
Mr. Hughes, £32 17s. 6d. for the funeral and burial 
expenses of the defendant’s wife, which the plaintiffs, 
as executors of the will of Mrs. Hughes, had paid out of 
her separate estate. The defendant, who was not living 
with his wife at the time of her death, disputed the claim. 
The County Court judge, relying on a legal presumption 
that in the absence of special circumstances the husband 
was liable, gave judgment for the plaintiffs. The 
husband appealed. He contended that under modern 
legislation, from the Married Women’s Property Act, 


The Emergency 


These summaries of emergency enaciments and Orders 
have been lished in ACCOUNTANCY since the beginning 
of the recent war. They are not intended to be exhaustive, 
but only to give the main content of an Act or Order, the 
full text of which should be consulted if details ave required. 


ORDERS 


EXCESS PROFITS TAX 
No. 664. Excess Profits Tax (Post-war Refunds) Regula- 
tions, 1946. 

Notification of the amount of post-war refund to which 
any person is entitled is to be sent to him. Appeals 
may be made to the General or Special Commissioners 
in accordance with the prescribed procedure. 

(See Accountancy, April, 1946, page 139.) 


EXPORTS 
Nos. 515, 667. Export of Goods (Control) Orders, 1946, 
Nos. 1, 2. 
Further reductions and a few additions are made in 
the list of goods subject to export control. 
(See Accountancy, February, 1946, page 104.) 


FINANCE 
No. 445. Securities Exemption (Transfer from Custodian) 
Order, 1946. 

When the Custodian of Enemy Property restores 
securities to the former holders, or their successors, the 
transfers are exempted from restrictions imposed under 
Regulation 3A of the Defence (Finance) Regulations. 


No. 556. Regulation of Payments (Consolidation) Order, 
1946 


Previous Orders are consolidated, with an amendment 


of the provisions relating to Portugal and the Portugese 
Empire. 
(See Accountancy, February, 1946, page 104.) 


HIRE PURCHASE 
No. 585. Hive-Purchase and Credit Sales Agreements 
(Control) (No. 2) Order, 1946. 
0. 586. Second-Hand Goods (Maximum Prices, Maxi- 
mum Charges and Records) (No. 2) Order, 1946. 
Musical instruments, office machinery and hand tool 
kits are added to the categories of goods for which a 
charge may be made in respect of hire-purchase or 
similar terms 


(See AccounTANcy, May, 1946, page 170.) 
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for his wife’s funeral expenses; therefore, a stranger 
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1882, to the Law Reform (Married Women and Tort- 
feasors) Act, 1935, the status of a married woman had 
been completely altered ; that as regards the acquiring, 
holding and disposing of her separate property she was 
now in the same position as a single woman and therefore 
as aman; and that by Section 34 (3) of the Administra- 
tion of Estates Act, 1925, her real and personal estate 
became subject to Rules of Court and applicable towards 
the discharge of her funeral expenses. The Court of 
Appeal allowed the appeal. They said that it had long 


been settled that where a man died possessed of property, 
it was liable for his funeral expenses. A married woman 
had been placed on the same footing. Where a wife 
left assets, the old common law rule had disappeared, 
and the husband was not liable for funeral expenses. 
Therefore, the claim of the wife’s executors was not 
maintainable. 


Acts and Orders 


INCOME TAX 
No. 458. Income Tax (Employments) (No. 4) Regulations, 
1946. 


Some amendments are made in the procedure relating 
to P.A.Y.E. tax deductions. 

No. 466. Double Taxation Relief (Taxes on Income) 
(General) Regulations, 1946. 

Procedure is laid down for determination of the net 
United Kingdom rate applicable to certain dividends, 
and for payment without deduction of tax of income 
exempt under arrangements. 

(See Accountancy, June, 1946, page 185.) 


TRADING WITH THE ENEMY 


No. 1041. Tvrading with the Enemy (Specified Persons) 
(Revocation) Order, 1946. 


No. 1042. Trading with the Enemy (Authorisation) 


Order, 1946. 

No. 1043. Tvrading with the Enemy (Transfer of Nego- 
tiable Instruments, etc.) (No. 2) Order, 1946. 

No. 1044. Trading with the Enemy (Custodian) (Amend- 
ment) Order, 1946. 

All Specified Persons Orders are revoked: there is 
thus no longer a “ black list ”’ of persons with whom 
dealings are prohibited. 

Trade is authorised within any territory which has 
at no time been enemy territory with residents and 
persons carrying on business therein. Consequential 
provisions are made to sanction assignments of choses 
in action and transfers of negotiable instruments, and 
to dispense with Board of Trade and Custodian control 
over moneys and property coming into the ownership 
of the persons affected on or after July 9, 1946. 

(See AccounTANCY, May, 1946, page 171.) 


Books Received 


Concise Excess Profits Tax and National Defence 
Contribution. By A. G. McBain, Chartered 
Accountant. Third edition. (Sweet & Maxwell, 
Ltd., London. Price 12s. 6d. net.) 


Holding Companies and their Subsidiaries. Con- 
solidated Accounts. By T. B. Robson, M.B.E., 
M.A., F.C.A. (Gee & Co. (Publishers), Ltd., 
London. Price 17s. 6d. net.) 

Accountancy as a Career. By R. C. McAuliffe, 
A.C.LS., A.L.A.C. (Vawser & Wiles, Ltd., London. 
Price 5s. net.) 
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Society of Incorporated Accountants 


DISTRICT SOCIETIES AND 
BRANCHES 
LONDON 
Annual Report 

The Committee decided that, after the conclusion of the 
war, activities should be renewed as far as circumstances 
permitted. Following consultations with the London Stu- 
dents’ Society, it was agreed that there should be a joint 

rogramme for the Session 1945-46, some of the meetings 

msored by the District Society and others by the 
Students’ Society. The Committee acknowledge the helpful 
co-operation of the Students’ Society. The Committee 
consider that the activities of the session were sa 
and desire to extend the work in the future. They therefore 
invite the support of all ‘members in the London area. 

The Committee record the great appreciation of the District 
Society to the lecturers for their services. 

Members of the District Society Committee contributed 
papers and acted as Chairmen of Groups at the Refresher 
Courses, for men returning from service with H.M. Forces, 
which were arranged by the Society of Incorporated Accoun- 
tants. 

At the request of the Ministry of Labour and National 
Service, some members of the Committee of the District 


Society advised on applications from ex-Service candidates 


for grants for further education and training. 

Mr. W. Norman Bubb, a Past Chairman, having retired 
from practice, has resigned from the Committee. The Com- 
mittee express their thanks for Mr. Bubb’s long services to 
the District Society. 


SCOTTISH BRANCH 
A meeting of the Council of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held in 
Glasgow on June 27. Mr. D. R. Matheson, LL.B., President 


of the Branch, presided. 
to place on record the Council’s 


A haa age was 
iation of the valuable services given to the Scottish 


Branch and to the Society by Mr. Ro T. Dunlop, past- 
President. 
The Secretary, Mr. James Paterson, that a 


number of articles of clerkship had been registered, and that 
he had also dealt with many applications and enquiries. 


_ IRISH BRANCH 
The 43rd Annual General Meeting of The. of Incor- 
ted Accountants in Ireland was held in Dublin on Friday, 
June 21, 1946. The President, Mr. A. J Walkey, F.S.A.A., 
was in the chair. 

The report and accounts for the year ended March 31, 
1946, were presented to the meeting and were adopted. 

The num of members in Ireland is now 250, and, in 
addition, there are 259 student members. The meeting 
noted with the death during the year of one of the 
oldest members of the Irish Branch, Mr. W. H. Baskin. 

The number of candidates who presented themselves for 
the examinations at Dublin and Belfast in 1945 was 85, com- 
pared with 102 in the previous year. 

The retiring members of the Council, Messrs. A: H. Walkey, 
William L. White, and R. L. Reid, were re-elected, and the 
Hon. Auditor, Mr. T. Condren Flinn, was also re-elected. 

At a Council Meeting held subsequently, the following 
officers were elected for the year 1946-47 : 

President : A. J. Walkey, F.S.A.A., Dublin. 

Vice-President : Robert Bell, F.S.A.A., Belfast. 


age | Hon. re Ty J. Love, F.S.A.A., Dublin. 
Treasurer : Reid, F.S.A.A., Dublin. 


MANCHESTER 
The annual meeting of the Manchester District Society was 
held on July 5. 
The retiring members of the Committee were re-elected. 
Mr. W. G. Hill, A.S.A.A., and Mr. T. M. Robson, student, 
were elected Honorary Auditors. 
At a subsequent meeting of the Committee, Mr. J. D. 


Spee FT 7a was elected President ; and Mr. C. Yates 
Lloyd, F.S.A. Vice-President and Honorary Secretary. 
Na Street, F.S.A.A., was re-elected Honorary 


Report 

Five members’ meetings were held, including two joint 
meetings with the Manchester Branch of the itute of 
Taxation. The public were invited to a special meeting at 
which an address was given by Mr. Wyn Griffith, Public 
Relations Officer of the Board of Inland Revenue, on “ Public 
Relations and the T: yer.” The discussion which followed 
showed great interest in the address. 

etener on gs were arranged for the students. 

continued to operate as one of the examination 
centres, Five students passed the Final Examination and 
seven the Intermediate. 

The President, Mr. Frank Harrop, tegen al 
very successful dinner, os or oe a 
Mayor of Manchester, the Mayors of Salford, 

Stockport, the President and of the parent Soniety, 
and representatives of the professional and industrial life 
of the district and of other District Societies. 

The membership on March 31, 1946, in the area covered 
by the District Society was 451. There were also 220 students, 
Sans 3 eon Se 

orces 

It is hoped that the universities scheme will operate in 
Manchester next October. The Vice-President and the 
Honorary Secretary have attended various meetings with 
arr authorities and other professional bodies. 

The A. E. Piggott Memorial Fund, amounting to £500, 
has been invested and the income will be used for a prize in 
connection with the Final Examination each year. 

It is with sincere regret that the death of Mr. Halvor 
Piggott has to be recorded. He continued with enthusiasm 
the work of his father, Mr. A. E. Piggott, on behalf of the 
Society. Members and students had reason to appreciate 
his vice on all matters appertaining to the welfare 
pene fy wpe and his passing at such an early age will be 


NORTH STAFFORDSHIRE 

The annual meeting of the Incorporated Accountants’ 
District Society of North Staffordshire was held on June 20. 

Mr. W. C. Coxon, F.S.A.A., was elected President, and 
Mr. E. Downward, F.S.A.A., and Mr. Andrew Brodie, F.S.A.A., 
were elected Vice-Presidents. 

Mr. L. G. Fetzer, F.S.A.A., 3, ine Street, Newcastle- 
under-Lyme, is the new Honorary Secretary. 

Mr. R. M. Chapman, F.S.A.A., was re-elected Librarian, 
Mr. F. E. Cheetham, A.S.A.A., Honorary Auditor, and Mr. 
W. A. Follows, A.S.A.A., Honorary Treasurer. 

Cordial votes of thanks were Swe: to the Presi- 
dent, Mr. J. Paterson Brodie, F.S.A.A., who had held that 
office for the whole period of the war, and to Mr. Donald H. 
Bates, J.P., F.S.A.A., for his services as a former President, 


and afterwards as Honorary Secretary. 


SWANSEA AND SOUTH-WEST WALES 
Annual Meeting 

The annual general meeting was held at Swansea on 
une 27. 
, At a subsequent meeting of the committee, the following 
officers were elected: President, Mr. S. Lloyd Francis, 
F.S.A.A.; Vice-President, Mr. E. G. White, A.S.A.A.; 
Honorary Secretary, Mr. H. Dixon Williams, F.S.A.A. ; 
Honorary Treasurer, Mr. G. M. Squire, A.S.A.A. ; Assistant 
Honorary Secretary, Mr. J. Miller, A.S.A.A.; Honorary 
Librarian, Mr. J. G. Powell. ; 


Annual 

The membership at March 31, 1946, was 66 members and 
57 students. 

Five lectures were held. The Committee expresses its 
thanks to the lecturers and to all who contributed to a 
successful resumption of activities. Invitations were extended 
to members of the local District Societies of the Chartered 
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Institute of Secretaries and of the Association of Certified 
and Corporate Accountants. A suggestion for a joint 
gramme is under consideration. 

A pleasing feature was the increasing attendance of members 
and students from H.M. Forces. A hearty welcome is 
extended to them. 

A number of books have been added to the library. Two 
books on company law have been promised by Messrs. Francis 
and Williams when pending legislation is passed, and Mr. 
W. H. Ashmole has presented £10 10s. for purchasing books. 
The Committee is very grateful. 


YORKSHIRE 
Annual Report 


The membership at March 31, 1946, was 657, comprising 
372 members and 285 students, of whom 16 members and 
121 students were with H.M. Forces. The total a year 
* earlier was 626. The Committee regret the loss by death 
of two Associates and four students. 

Three lectures were held during the year, and one joint 
discussion with the Chartered Institute of Sec ies. 

The Committee congratulate the six successfu} students at 
the 1945 examinations, and have presented the District 
Society’s Intermediate prize to Mr. Stanley. Hepworth, 
Huddersfield, who was awarded the First Place Certificate. 


SOUTH AFRICAN (WESTERN) BRANCH 
Annual Meeting 


The twentieth annual general meeting of the South African 
(Western) Branch was held at Cape Town on May 21. In 
the absence of the Chairman of the Branch, Mr. C. D. Gibson, 
the chair was occupied by Mr. A. N. Foot. 

The report and accounts were unanimously adopted. 

The retiring members of the Committee were declared 
re-elected. Mr. H. J. Notcutt was re-elected Auditor. 

Approval was given to the donation of the usual sum of 
£21 to the Benevolent Fund. 

A vote of thanks to Mr. C. D. Gibson, Chairman, for his 
services during the year was proposed by Mr. W. B. 
Gurney, seconded by Mr. A. S. Sargeant, and carried with 
acclamation. At the same time a vote of thanks was unani- 
mously passed to Mr. A. N. Foot for presiding at the meeting. 


Chairman’s Report 

The number of members is 107. It has been my privilege 
to welcome many of our service members upon their return, 
and to wish them, and all articled and other clerks who have 
been dway on service, a happy resumption of their profes- 
sional careers. 

No candidates from this Branch sat for the examinations 
held in 1945, but several ex-articled clerks, whose studies 
were interrupted by the war, have applied to sit for the Final. 

The Committee has given close attention to all questions 
relating to the profession. Close contact is maintained with 
the other Branches. 


EXAMINATIONS 


Tuesday, September 17, is the last date for the receipt of 
completed applications for the next examinations of the 
Society, which will be held on November 19, 20 and 21, 1946. 
There will be centres at London, Manchester, Leeds, Cardiff, 
Glasgow, Dublin and Belfast. 

Further particulars are contained in our advertisement 


columns. 
PERSONAL NOTES 


Mr. Hubert Cashman, F.S.A.A., has admitted Mr. Edward 
J. Stokes, A.S.A.A., A.C.I.S., into partnership. The firm will 
continue under the style of Holmes-White, Herbert & Co., 
Incorporated Accountants, at 475, Barking Road, Plaistow, 
London, E.13. 

Messrs. Graves, Causer & Co., 1, Great Winchester Street, 
London, E.C.2, announce that as from July 1, 1946, Mr. 
G. F. D. Rice, Incorporated Accountant, who has been 
associated with them for some time, has joined them in 

nership. Mr. W. E. Earle, Certified Accountant, who 

been a senior member of their staff for several years, has 
also been admitted into partnership. The name of the firm 
remains unchanged. 
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Messrs. Lomax, Clements & Co., St. Paul’s House, 61-63, 
St. Paul’s Churchyard, London} announce that their senior 
partner, Mr. Eric Morton Lomax, F.S.A.A., has retired from 
the partnership and from public practice. The practice will 
continue to be carried on by the remaining partners, Mr. 
Cyril Morton Lomax, F.S.A.A., and Squadron Leader Wilfred 
Morton Lomax, F.S.A.A., with the assistance of Mr. George 
W. Pickworth, under the same name and at the same address. 

Messrs. Duncan & Toplis, Incorporated Accountants, 
Barclays Bank Chambers, 55, High Street, Grantham, have 
admitted Mr. Frederick Miller into partnership. The firm 
name will be unchanged. 

Mr. J. B. Mitchell, A.S.A.A., has been informed that H.M. 
the King has approved the award to him by the Dutch 
Government of a Knighthood of the Order of Orange Nassau 
sor services during the North-West European campaign. 
Mr. Mitchell served as an officer in the Royal Army Pay 


Corps. 
Mr. C. T. Bailey, Incorporated Accountant, has been 
appointed Treasurer and Accountant to the Thames Con- 


opin REMOVALS 


Messrs. Hughes & Allen, Incorporated Accountants, have 
removed their offices to 17-18, Old Bond Street, London, W.1. 
They have admitted Mr. Ivor Johnson and Mr. J. A. Allen 
into partnership. The name of the firm will be unchanged. 

Mr. E. E. Burridge, Incorporated Accountant, has removed 
his offices to 6, Queen Square, Bristol. 

Messrs. John King & Son, Incorporated Accountants, 
announce that following on the death of their senior partner, 
Mr. G. F. King, F.S.A.A., the practice will be continued by 
the remaining partners under the same style as before, but 
at a new address, Addison Chambers, 55a, Wallgate, Wigan. 

Mr. Joseph Bridgwater, F.S.A.A., notifies his change of 
address to 38, Frederick Road, Edgbaston, Birmingham, 15. 


CITY OF LONDON COLLEGE 


The College announce that comprehensive evening courses 
in preparation for the Intermediate and Final examinations 
of the Society, and an introductory course for newly articled 
clerks and others who have just joined the profession will be 
held during the winter. The courses will commence on 
September 23, and the enrolment evenings will be September 
16 to 18. Preliminary enquiries should be addressed to the 
Secretary of the College, Electra House, Moorgate, E.C.2 
(MONarch 8112-3). 


ARGENTINE STAMP TAX 


All commercial transactions entered into within the 
Argentine Republic, whether between traders or between a 
trader and a private individual, are subject to an internal 
tax of three per mille, to be applied to the net total of the 
transaction effected. One half of the tax is payable by the 
purchaser and one half by the seller. 


The Secretary of the British Management Council intimates 
that the address of the Council in future will be 15, George 
Street (Second Floor), Mansion House, London, E.C.4. 


Question in Parliament 


Mr. Callaghan asked the Minister of Labour why the 
deferment of apprentices’ call-up, recently announced, 
applies only from January 1, 1947; and whether he will 
operate the clause immediately, in view of the hardship that 
will be caused to young men awaiting call-up in the next 
six months. Mr. Isaacs: I regret that I am unable to accept 
the suggestion made by my hon. friend immediately to widen 
the present basis on which call-up is deferred on account of 
apprenticeship. This could only be done by delaying the 
release of men now in the Forces who have already served 
for considerable periods. I would also remind my hon. 
friend that if immediate call-up would cause exceptional 
hardship postponement may be obtained as a statutory right. 

[Deferment of calling-up of articled clerks after the be- 
ginning of 1947 was dealt with on page 211 of our last issue.) 
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